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A service organization main- 


tained by the Mill Mutuals. 


MUTUAL is the fire insurance that 
lowers the costs by first lowering 
the losses. And the savings all go 
to the policyholders. 
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Wise brokers choose 


ATLANTIC 


Small wonder that a rapidly increasing number of 
brokers who are practical are turning to the Atlantic 
for marine insurance. 





Atlantic is the largest mutual marine and transpor- 
tation insurance company in the world writing 
OCEAN, INLAND, YACHT and TRANSPORTATION 


insurance. It is 93 years old. 
Atlantic is strong financially. Its present surplus is 


more than $9,000,000. 


Atlantic writes a profit-sharing, but non-assessable 
policy at standard market rates. Present cash divi- 
dend is 15%. 
Atlantic’s reputation for prompt and equitable loss 
settlement is second to none. 
Atlantic pays commission to brokers on the same 
basis as other reliable companies. 

Consult our Brokerage Department 

for full information. 


Atlantic Mutual Insuranee Co. 
175 W. Jackson Blvd., Chicago, Ill. 


Home Office: 49 Wall St. (Atlantic Bldg.) New York 
Baltimore - Boston . Cleveland Philadelphia 
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Ever since its organization, Mutual Insurance has 
recommended itself to thoughtful insurance buyers 
not only on the count of sound protection, but on the 
equally important factory of economy. 

The year, 1934, was no exception. For during this 
difficult period, those leading casualty companies 
which comprise membership of the American Mutual 
Alliance were able to return $27,391,395.00 to their 
policyholders in savings. 


The world of business and finance offers few opportu- 
nities which can compare with Mutual Casualty In- 
surance on the score of safe, sound, sensible economy! 


Hardware Mutual 


Appleton, Wis. Dallas, Texas 


Atlanta, Ga. Detreit, Mich. 
Boston, Mass. Duluth, Minn. 
Buffalo, N. Y. Fond du Lac, Wis. 
Chicago, Il. 





| DURING 1934 
| $27,391,395.00 
. IN SAVINGS 3 


...- returned to Policyholders! 








SAVINGS SINCE 1914! 


The Hardware Mutual Casualty Company is 
a member of the National Association of 
Mutual Casualty Companies. Since 1914, 
Hardware Mutual has paid back to policy- 
holders more than $8,500,000 in annual 


savings! 








Casualty Company 


Home Office: Stevens Point, Wisconsin 


Indianapolis, Ind. 
Los Angeles, Calif. Newark, N. J. 
Madison, Wis. 

Milwaukee, Wis. 


Minneapolis, Minn. Portland, Ore. 
Rochester, N. Y. 

St. Paul, Minn. 

San Francisco, Calif. 
Toronto, Canada 


Omaha, Neb. 
Owatonna, Minn, 
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STRENGTH, SERVICE AND SAFETY 
AT A SAVING 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 


OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 


Gale & Stone, Boston Justin Peters, Philadelphia 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 

James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Mutual Agency, 

Indianapolis, Memphis, Dallas, Kansas City. 

The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. 
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THIS MONTH 


VERY timely summing up of the 

Federal Old Age Security Pro- 
gram as just passed by the Congress 
is made by Prof. C. A. Kulp as the 
third of his series of articles on Social 
Insurance. In matters political the 
Journal must be considered as an open 
forum and editorially we cannot take 
sides. But, no doubt, our readers will 
find material in the Kulp article for 
plenty of discussion pro and con. The 
professor has a sprightly style and a 
breadth of view which is refreshingly 
candid. ® Automobile Liability Insur- 
ance Trends by Adlai H. Rust, whose 
experience has brought him very close 
to his subject, is a clear exposition of 
a topic more and more in the forefront 
of public discussion. This is in part an 
address given before the Insurance Sec- 
tion of the American Bar Association 
at their recent convention in Los 
Angeles. ® Somewhat into the realm 
of the ideal is the suggestion of Owen 
B. Hunt, Commissioner of Insurance of 
Pennsylvania, that a Federal Insurance 
Reserve be established. Yet a good 
case is made for the proposed plan, 
and who can say that in another decade 
the movement may not have reached 
practical proportions. ® August is a 
dull month for news but nevertheless 
there are interesting (and a few slightly 
humorous) items in our front pages. 


NEXT MONTH 


ULL details of the coming Mutual 

Convention at Des Moines will be 
given in the September issue along 
with Educational articles on various 
subjects including a few Bunk of The 
Month lessons which may well be 
learned. 
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JOHN C. BLACKALL | 


Commissioner of Insurance 
State of Connecticut 


1 

{ 

( 

OMMISSIONER Blackall was appointed on July Ist of this year and suc- : 
ceeds Howard P. Dunham who had held the position since 1922. The new 
Commissioner, previous to becoming a state senator in 1932 was active as a i 
newspaper representative and in secretarial positions in Washington, D. C. He 
is an attorney and has had a considerable business experience. Among his 
important assignments in the Connecticut legislature he has been chairman of 
the insurance committee and thus in close touch with the insurance business 
generally. 
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UR attention has been directed to what evidently 
O is editorial comment in the June issue of the Cas 
ualty Insuror commenting on stock and mutual 
propaganda. It had reference to a reply in the Journal 
of American Insurance to an attack on mutual insur 
ance written by Percy I’. Garnett of the Board of Fire 





Underwriters of the Pacific. His attack was based 
on misrepresentations and an improper 

use of cited cases to support general 

self-serving statements. The Casualty [L 
Insuror apparently without direct 


knowledge of the Garnett misrep- 
resentations charged the Journal with 
“e ,” 4 bd . wd 

lack of candor” in quoting’ figures 
dealing with insurance company re- 
tirements as part of its answer to the statement that 
mutual insurance was unstable and unreliable. 

Mr. Garnett failed to substantiate by facts any of 
his statements against the mutual plan of insurance. 
He simply scraped together a number of the ancient 
falsities which have been characteristic of stock company 
propaganda for years and put them forth as _ valid 
objections to mutual insurance. These statements were 
all answered in the reply article. 

The Journal’s comment on the survival record of 
companies is the result of a number of years of re- 
search, and demonstrates that stock company re- 
tirements are in percentage about twice those of the 
mutuals. 

The Casualty Insuror picked up this statement in a 
rather clever manner by saying; 

“The American Mutual Alliance has what is undoubtedly the 
most complete record in this country of companies started on 
the stock or mutual plan, and whether they are still operating 
or how they ended. Yet it seems unwilling to use its records 
frankly, * * * * The lack of candor here is evident to anyone 
familiar with the facts. The failures of stock companies—at 
least within the recollection of living men—have been few. <A 
great decline in the number of stock companies occurred but it 
was because of reinsurance. There have been a great many 
mutual failures, and it is unusual for a mutual to reinsure. * * * * 
If the American Mutual Alliance wants a fair comparison, why 
does it not give the figures on the number of companies that 
failed? It is supposed to have a very complete record of 
hoth classes.” 

We submit that candor for candor the advantage 
must be judged to be considerably on our side. The 
statements made by the Casualty Insuror are fair sam- 


**CANDOR? ~ : 





aT 


ples of the unproven claims which stock partisans have 
made during the course of insurance history in attempt- 
ing to demonstrate a superiority by misstating the sit- 
uation of their competitors. To our knowledge, the 
Casualty Insuror has never raised its voice against the 
many misrepresentations of the stock companies con- 
cerning mutual insurance, nor has it ever charged with 
lack of candor the distributors of certain signed and 
unsigned lists (mostly the latter) unwarrantedly en- 
titled “1776 Mutuals Which Have Perished,” although 
the publishers of these documents forgot candor to the 
disappearing point in that they made no mention of 
the proven inaccuracies in the lists. The tabulations 
are padded by the addition of 35 names of stock com- 
panies, 307 reciprocals, 117 Lloyds, 35 classified as either 
Lloyds or Insurance [xchanges, 5 assessment health 
and accident associations, 1 fraternal, 2 life, 1 under 
writers agency representing stock companies, 8 mutuals 
listed twice, 8 companies which have never failed and 
are still in business, at least 60 companies in one state 
alone which in the early days secured charters but never 
actually wrote one dime’s worth of business, and about 
250 names which it has been impossible to classify as 
being either stock or mutual. Such lists have been cir- 
culated in every state in the Union as a true account of 
the number of actual failures. No mention was made 
of the fact that many retired by way of reinsurance or 
merger. We may be pardoned for inquiring if it is the 
part of candor to present to the public, statistics which 
are palpably wrong and have fallen down in every in- 
stance when sub- 
jected to even the 
K OF most cursory unbiased 
scrutiny. They de- 
liberately attempted 
leave the reader 
with the conclusion 
that a property owner 
using mutual insurance was subjecting himself to a 
tremendous hazard which did not exist when stock in- 
surance was chosen. In this case, perfect candor would 
call for no less than a list of stock retirements in parallel 
columns with mutual retirements, but in all stock com 
pany history we have never heard of such candor 
being exercised. 

The comments of the Casualty Insuror took on the 
same tinge of malversion in that a presumption was 
made, without proof, that mutual retirements are in 
large part failures while stock company retirements are 
very seldom actual bankruptcies. There is no founda 
tion for such a statement. We know that there is no 
data to be had showing the specific amount which either 
stock or mutual policyholders have lost by complete 
collapse of their carriers over any term of years ad- 
equate for statistical purposes. Thus, we should expect 
the Casualty Insuror to recognize the situation and in 
candor say it has no figures to back up its positive state 
ments. Here again, the public is left to presume that 
the mutuals would suffer by comparison if the truth 
were known. More than that, there is the implication 
that what is said in the Casualty Insuror is a settled 
fact. From our experience with stock proponents in 
general we know that they do not like to look at facts 
squarely. They choose to rely on a self-built up myth of 
stock company superiority, and the Casualty Insuror 
statement was a reflection of that attitude. 

eee 


HAT actually happens to insurance companies 
It is a relatively simple matter to 


which retire ? 
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determine that an insurance company 
has been started and that it is not 
now doing business. It is an entirely 
different matter to go back into the 
past and determine just what hap- 
pened to the company when it with- 
drew from business. The problem 
is complicated by the fact that many 
of the insurance departments are of 
comparatively recent origin and that 
a complete file of the old insurance 
reports is not in existence; also that 
in many cases, even where some data 
is extant, it is difficult to tell whether 
a company has failed or has retired 
voluntarily without loss to policy- 
holders or creditors. 

A modern development which fur 
ther complicates the situation is the 
tendency of companies in bad finan 
cial condition to merge and reinsure, 
the ultimate company finally failing. 
‘rom our records of the past five 
years we have compiled some inter- 
esting information along this line. 
When the International Reinsurance 
Corporation went into receivership, 
it really carried with it fifteen other 
companies which it had _ reinsured 
within two years, either directly or 
through a company which it had ab- 
sorbed. We record such companies 
as merged or reinsured but their 
claimants and policyholders undoubt- 
edly suffered loss in the failure of 
the International Reinsurance. The 
same situation in a restricted way 
perhaps can be found in the failures 
of the Llyods Insurance Company of 
America, the Union Indemnity of 
New Orleans, the Consolidated In- 
demnity of New York, the Federal 
Surety of Davenport, the Great Na- 
tional of Washington, the Indemnity 
Casualty of America and undoubtedly 
many others. 


TS ) be entirely genuine in seeking 
to serve the public would it not 
be better to accept the mutual in 
vitation to study the financial re- 
liability and good management record 
of the several hundred stock and 
mutual insurance companies which 
represent the major part of the car- 
riers that are in active competition 
for general business. The eventual 
purpose of the mutual campaign in 
answering stock company _ prop- 
aganda is to put before the insurance 
buyer a reasonable method of select- 
ing the most economical and sound 
coverage offered by the several car- 
riers competing for a line of bus- 
iness, just as a purchasing agent 
would select material for a_ bridge. 
This is not done by listening to vague 
statements that a bridge of a certain 


(Continued on Page 20) 
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Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 


Western Commissioners 
Form Conference 


THE WESTERN CONFERENCE OF IN- 
SURANCE COMMISSIONERS ILAS BEEN 
formed by representatives from 
eleven western states. At the or- 
ganization meeting John J. [Holmes 
of Montana was elected president ; 
George Brown of Arizona, vice- 
president; E. A. Smith, Jr. of Utah, 
secretary; and Henry Schmidt of 
Nevada, treasurer, It is understood 
that the purpose of this new organ- 
ization is to accord special attention 
to the insurance interests of the 
states, whose officials are members 
of the group. 

ee ®@ 


Nebraska Commissioner Out 


CONN W. MOOSE, STATE DIRECTOR 


OF INSURANCE, HAS BEEN RELIEVED OF 


his duties by Governor Cochran of 
Nebraska 

In announcing that Mr. Moose had 
been dismissed, Governor Cochran 

















said that it was due to a violation of 
an executive order prohibiting the 
heads of departments engaging in 
lobbying during a session of the leg- 
islature. John S. Logan, of Fairfield, 
legal adviser to the Department, will 
be temporarily in charge. 
ee @ 


Minnesota Hits 
Company Ratings 
COMMISSIONER YETKA OF MINNESOTA 
HAS ISSUED AN ORDER FORBIDDING 
companies or agents licensed in the 
state to make use of ratings of in- 
surance companies compiled by  pri- 
vate concerns or individuals unless 
the formula or plan is first approved 
by the Insurance Department. Viola- 
tion of the rule will result in revoca- 
tion of license, according to Com- 

missioner Yetka. 

This ruling follows the approval 
of a report submitted by the special 
committee on insurance company 
ratings at the annual meeting of the 
National Convention of Insurance 











Commissioners. The report was 
signed by Commissioner McClain of 
Indiana, who is chairman, and by 
Commissioner Daniel of Texas, 
Johnson of Mississippi and Sullivan 
of Washington. The other two mem- 
bers of the committee present at 
Seattle did not sign the report, they 
being O’Malley of Missouri and 
Gough of New Jersey. Commis- 
sioner Yetka is the first one who has 
taken definite steps to back up the 
committee report, but there is some 
possibility that other commissioners 
may take similar action. 

ee @ @ 

G. B. Carpenter, 
Vermont Commissioner 


GEORGE B. CARPENTER, ASSISTANT 
MANAGER OF THE VERMONT BRANCH 
of the Home Owners Loan Corpora- 
tion, will become insurance commis- 
sioner of Vermont on August 24, 
succeeding L. Douglas Meredith, 
who has resigned. Mr. Meredith will 
enter the investment department of 
the National Life at Montpelier. He 
has served but one year in the com- 
missioner’s office. Formerly he 
taught economics at the University 
of Vermont. 

The commissioner elect was born 
in Hebron, N. Y. in 1888 and was 
treasurer of the Hartford Savings 
Bank, cashier of the Hartford Na- 
tional Bank, and treasurer of the 
town of Hartford, Vermont,- until he 
recently went to Rutland. 

ee @ 


Marston Made 
K entucky Colonel 


THE RAPIDLY GROWING RANKS OF 
THE KENTUCKY COLONELS WERE 
augmented by another stalwart mu- 
tual man recently when G. Lester 
Marston, vice president and general 
claim manager of the American Mu- 
tual Liability Insurance Company of 
Boston, was appointed to the Gover- 
nor’s staff. Colonel Marston was 
notified of his appointment by 
Charles E. Hodges, Jr., the new pres- 
ident of the American Mutual, on 
behalf of Governor Laffoon, at a 
luncheon in Boston July 24th at the 
University Club. 

Colonel Marston is a World War 
veteran, having served as Regimental 
(Quartermaster Sergeant in the 6th 
U. W. Infantry and Lieutenant in 
the Medford Constabulary. He was 
12 years in the Massachusetts Volun- 
teer Militia, and also formerly be- 
longed to the Roxbury Horse Guard. 
In Masonic circles he is division com- 
mander of the Grand Commandry 
of Knights Templar of Massachusetts 
and Rhode Island. 
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Insurance Funds for 
Housing Loans 


THE VAST RESOURCES OF PENN- 
SYLVANIA LIFE INSURANCE COM- 
panies are made available for Federal 
housing projects by an act recently 
signed by the Governor. The act 
empowers the companies to invest 
funds under the National Housing 
Act. 

“This is, of course, one of the 
safest forms of investment that could 
be devised, since the loans are guar- 
anteed by the I°ederal Government,” 
said Commissioner Owen B, Hunt in 
an announcement. “However, a new 
act of the legislature was required 
to make it legal. The billions of 
dollars in the custody of insurance 
companies offer a great reservoir 
that can be drawn upon for the elim- 
ination of slums, and the provision of 
better housing for thousands of our 
people, at the same time affording 
an investment outlet backed by all 
the authority of the Federal govern- 
ment.” 

Various other bills making im- 
portant changes in the state’s insur- 
ance laws have also just been signed. 
One of these permits casualty and 
fire insurance companies to amortize 
their bonds. 

Virtually all the important legisla- 
tion sponsored by the Department 
was adopted by the legislature and 
signed by the Governor. The ten- 
dency of much of the new laws is to 
equalize the requirements made for 
various classes of insurance com- 
panies, and to increase greatly the 
protection afforded the policy holder 
and the general public. 

e® @ ®@ 


1935 Mutual Convention 


IT IS EARLY IN THE YEAR TO PROPII- 
ESY THE ATTENDANCE AT THE COMING 
mutual insurance convention to be 
held at Des Moines, Iowa, on October 
7th, 8th, 9th, and 10th, but there are 
many indications to support the ex- 
pectation that the assemblage will be 
the largest in the history of mutual 
gatherings. Taking in as it does, not 
not only the Federation of Mutual 
Fire Insurance Companies, but the 
National Association of Mutual In- 
surance Companies with its hundreds 
of farm mutuals as well, it would 
seem that with favorable weather all 
roads and railways leading toward 
Iowa will have a decidedly mutual 
complexion in the fore part of 
October. Iowa is a popular state and 
certainly no other section of the 
country is more mutually minded. 
This, together with the reputation of 
Des Moines for being a hospitable 
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and attractively located city, should 
make for both numbers and enthu- 
siasm at the annual mutual round-up. 

Various committees are working 
hard on the program, the details of 
which we hope to announce in our 
next issue. Emphasis is being placed 
on securing a number of outstanding 
speakers and the many scheduled gen- 
eral meetings and group conferences 
of the mutual delegates will fill to 
completion a busy four days. 

During the convention there will be 
another session of the Advertising 
Conference with a larger exhibit than 
ever before of mutual sales literature 
and other general methods of going 
after business. Prominent exponents 
of insurance advertising theory and 
practice will also be on hand to ad- 
dress the meetings. Devotees of the 
game of golf will find a tournament 
awaiting them on one of the sportiest 
courses of the middle west, and in 
the meantime the ladies attending will 
start on a schedule of entertainment 
which the Des Moines folks say, will 
yield bushels of pleasure and make 
the envious men sorry that the bus- 
iness sessions must be taken care of. 

Meanwhile, the railroads are fix- 
ing up some very attractive itiner- 
aries from all sections of the country 
at inexpensive rates that will make 
it very worth while to combine a 
vacation tour with the advantage of 
participating in the 1935 Mutual 
Convention. 

e®e°@e 


Haas In California Department 


HAROLD B. HASS, WHOSE WORK ON 
THE REVISION OF THE CALIFORNIA 
insurance code won outstanding rec- 
ognition, has been appointed admin- 
istrative adviser for the Insurance 
Department by Commissioner Samuel 
L. Carpenter, Jr. 

During the past five years Mr. 
Haas has served on the staff of the 
legislative counsel’s office at Sacra- 
mento, giving primary attention to 
insurance matters. [lis present work 
will include the duties of legal coun- 
sel for the Department. He is a 
graduate of the University of Cali- 
fornia School of Jurisprudence and 
this preparation, together with his 
practical experience, has given him a 
thorough equipment for his new post. 

eee 


New York Premiums Decline 


THE PREMIUMS OF STOCK COMPANIES 
FOR BUSINESS IN MANHATTAN AND 


the Bronx on which assessments are 
made for the support of the Fire 
Patrol showed a decrease of 2.7% 
in the first six months of 1935 as 
corresponding 


compared with the 
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period of 1934. For the first half of 
the current year the stock companies 
reported premiums of $10,047,884 as 
against $10,338,752 for the corres- 
ponding period of 1934. The drop 
in premium income was approximate- 
ly $280,000. 

















FIRE 
NEWS 


Cigarette Burn Held Insured 

THE RHODE ISLAND SUPREME COURT 
HAS HELD THAT A FIRE INSURANCE 
company is liable for a cigarette 
scorch in a rug. ‘The present deci- 
sion was rendered in two cases, 
David Swerling vs. The Connecticut 
lire Insurance Company and the 
same plaintiff against the Home In- 
surance Company, the cases coming 
before the Supreme Court on an 
agreed statement of facts. The Court 
decided that the defendant companies 
were liable on the ground that “the 
burning cigarette on the rug was not 
a fire in the place where it was in- 
tended to be and that, therefore, it 
was then a hostile fire and the dam- 
age caused by it to the rug is recover- 
able under the policy.” 

The opinion delivered by Justice 
Condon is in part as follows: 

“The question of law raised by the 
agreed statement of facts involved the 
damage done to a rug by a lighted 
cigarette, which rug is part of a lot 
of household personal property belong- 
ing to the plaintiff and insured under 
two policies of fire insurance. The 
specific question raised is whether a 
lighted cigarette lying on a rug di- 
rectly beneath an ash tray or smoking 
stand, so-called, is a fire within the 
meaning of that term as used in the 
standard fire insurance policy of the 
State of Rhode Island. 

“The policies issued to this plain- 
tiff were in standard form and insured 
him against ‘all direct loss or damage 
by fire except as hereinafter provided.’ 
Damage done by a lighted cigarette is 
not expressly excepted by any pro- 
vision in the policy. The parties are 
agreed that while such policies were 
in full force and effect the plaintiff 
observed the smoldering ashes of a 
lighted cigarette which were lying 
upon the rug beneath the smoking 
stand or ash tray; and that upon re- 
moving the ashes it was found that 
the nap of the rug had been destroyed 
over an area of about one and one- 
half inches long and one inch wide. 
The total damage is $36.00 

“The defendants contend that this 
damage is not covered by the policies 
and that the plaintiff must prove that 
his damage is the result of a fire sep- 
arate and distinct from the burning 
cigarette itself. On the contrary, the 
plaintiff says that the lighted cigarette 
was a hostile or unfriendly fire and 
that damage to the rug from the fire 


JOURNAL OF AMERICAN INSURANCE 


in the cigarette is recoverable even 
without showing that there was a sep- 
arate and distinct fire in the rug.’ 

Aiter some discussion of other 
cases previously decided in Rhode 
Island, the opinion continues: 

“It is not sufficient to say that the 
only tire was in the cigarette and 
hence where it was intended to be. ‘The 
cigarette was not the container of the 
hire. It was the fire itself. The whoie 
cigarette was as much the matter to be 
consumed as the oil or coal in a fur- 
nace. If while the cigarette is lighted 
the person desires to put it aside tem- 
porarily or to discard it, he may put 
it in an ash tray or some suitable 
receptacle. ‘The burning cigarette is 
then contined in = place where it 1s 
intended to be. As long as the ciga- 
rette remains there the tire in the ciga- 
rette is a friendly fire ana tor any 
damage it might cause while in its 
proper place there can be no recovery. 
But if through accident the cigarette 
gets on the floor and causes damage to 
a rug by charring or scorching it, the 
fire in the cigarette is no longer a 
friendly fire but a hostile one because 
it is then in an improper place and 
therefore is doing harm. 

“Manifestly in Austin vs. Drew, 
supra and the cases in accord there- 
with the friendly fire, imtentionally 
started or placed in the container and 
remaining in its proper place was the 
only fire and it was correctiy held that 
there could be no recovery in the ab- 
sence of prooit of the second hire 
which, though it may have been caused 
by the first fire, was otherwise in- 
dependent of it. Out of those cases 
has come the doctrine that to establish 
liability for damage to property orig- 
inating from a friendly or intentional 
fire proof of the second fire is neces- 
sary 

The defendants insist upon the ap- 
plication of this doctrine in the in- 
stant cases in the urge that ‘in the 
absence of proof that the damage 
was caused by a fire other than that 
of the burning cigarette, there can be 
no recovery. In other words, the 
plaintiff must prove that his damage 
was the result of a fire separate and 
distinct from the burning cigarette 
itself,’ 

“We do not deny the soundness of 
the rule laid down in Austin vs. Drew 
supra, but we do not think the facts 
of the instant cases called for its 
application as urged upon us. Before 
applying the rule we must first inquire 
whether the burning cigarette in its 
position on the rug beneath the smok- 
ing stand was in the place where it 
was intended to be and was therefore 
a friendly fire. If not, then it was a 
hostile fire and the damage caused by 
it to the rug is recoverable under these 
policies. 

“In the instant cases, the burn- 
ing cigarette was unquestionably a 
friendly fire originally. In some un- 
known manner it got upon the rug. 
In whatever manner, unless by design 
of the assured, it got where it did not 
belong it became a hostile fire, al- 
though it was the same burning ciga- 
rette that a moment before was a 
friendly fire. The change in the locus 
of the fire changed its character; it 
then became ‘a fire out of place’ so- 
called and ‘a fire out of place’ is a 
hostile fire-————Collins vs. Delaware 
Insurance Company, 9 Pa. Sup. Ct. 
576; Hartford Fire Insurance Co. v 


Armstrong, 122 So. 23. 

“In the cases before us we have a 
burning cigarette on a rug causing 
damage to the rug. by scorching or 
charring it. Thre is no claim that 
there was a second fire on the rug 
itself. The issue is simply whether 
the burning cigarette on the floor is an 
intentional fire in the place where it 
was intended to be. The origin of the 
fire is not in dispute but the locus of 
it is. It becomes necessary to rule as 
a matter of law whether a fire in a 
burning cigarette on the rug, not in- 
tentionally placed there by the insured, 
is a fire in place or a fire out of place. 
It seems to us that there can only be 
one reasonable answer to this question 
and that is that under the circum- 
stances the burning cigarette on the 
rug was not a fire in the place where 
it was intended to be and that, there- 
fore, it was then a hostile fire, and 
the damage caused by it to the rug is 
recoverable under the policies.” 


Walker Distillery Loss 


THE STOCK COMPANIES HAD THEIR 
THIRD LARGE LOSS ON WHISKEY BUS- 
iness in recent months when one of 
the large warehouses of the Hiram 
Walker & Sons plant at Peoria, 
Illinois was destroyed on July 23rd. 
It is estimated that the loss in this 
fire was in the neighborhood of $2,- 
500,000. 

The warehouse which burned was 
part of the new distillery which 
Hiram Walker has just finished at 
Peoria. It is reported to have cost 
$6,500,000 and was one of the largest 
in the world. The building was in- 
sured in the Western Factory Insur- 
ance Association and the coverage on 
the whiskey was placed through an 
[.U.B. reporting form. By reason of 
the fine construction of the building 
and the excellent automatic sprinkler 
system the rate was very low. 

After the first large distillery losses 
extensive tests were made at Peoria 
of the efficiency of automatic sprin- 
klers in controlling whiskey fires and 
the Peoria warehouse was supposed 
to be completely protected. An ex- 
plosion which preceded the fire is 
thought to have wrecked the sprinkler 
system and prevented it from operat- 
ing effectively. 

eo e@ @ 


Forty-Eighth Floor Fire 


THE FIRE DEPARTMENT OF NEW 
YORK CITY HAD A DIFFICULT TASK ON 
July 22 in putting out a fire on the 
48th floor of the General Electric 
Building, the highest fire ever known 
in the history of New York. Due to 
the failure of the express elevators 
above the 22nd floor it was necessary 
for firemen to carry their equipment 
up 26 flights of stairs. The high 
pressure system in the _ building 
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worked perfectly and after a two 
hour fight the fire was extinguished. 
It was caused by a short circuit in the 
express elevator apparatus on the 
48th floor. Two mechanics discovered 
the blaze and attempted to put it out 
with hand extinguishers but were un- 
able to do so. The fire department 
was then called. 


Berkshire Mutual Centenary 


THE 100TH ANNIVERSARY OF THE 
BERKSHIRE MUTUAL FIRE INSURANCE 
Company was celebrated on August 
2nd and 3rd. Attending the cen- 
tenary were representatives and 
guests from twenty states and the 
entire assemblage numbered close to 
500 people. Occupying two full days 
were golf, trips about the Berkshire 
Hills, general entertainment features, 
an inspection of the company’s hand- 
some offices, and a banquet which 
was a feast of wit and flow of soul. 
At the Banquet there were at the 
speakers’ table President and Mrs. 
Robert A. Barbour; Mayor Allen H. 
Bagg, of Pittsfield; Judge Charles L. 
Hibbard, Monroe B. England, Mr. 
and Mrs. Charles F. Sawyer, Mr. and 
Mrs. Walter J. Raybold, William A. 
Whittlesey, Mr. and Mrs. Francis J. 
DeCelles, William CC. Stevenson, 
John R. Tobey, Hubert M. Ward- 
well, Mr. and Mrs. T. Ellis Ramsdell. 

Commissioner DeCelles was a 
major speaker and joined with Mayor 
3agg in praising the company for its 
high standing which both said was 
a reflection of the excellent manage- 
ment. characteristic of the Berkshire. 
Going into insurance matters the Com- 
missioner said that the companies 
generally had been on the firing line 
during the depression and should be 
given great credit for keeping going 
in a courageous way during the bad 
period following 1929. In his opin- 
ion the insurance companies proved 
themselves to be the backbone of the 
state’s commercial life in sustaining 
confidence aiding the unemployment 
situation and maintaining man power. 
In touching on current legislation he 
commended the Governor of Mass- 
achusetts for his part in providing a 
sincere and genuine working basis 
in automobile insurance rates and in 
otherwise bringing harmony into the 
insurance situation of his state. 

President Barbour briefly reviewed 
the different phases of the company’s 
life during the century past and 
made an interesting address which 
was closely followed with great ap- 
preciation. Among other speakers 


were William C. Stevenson, who has 
been identified with the company for 
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some 60 years, Hubert M. Wardwell, 
first vice president of the Mutual 
lire Insurance Association of New 
England, and Judge Charles L. Hib- 
bard speaking for the officers and 
directors. 

The full roster of officers today 
are, President and Treasurer, Robert 
A. Barbour; Vice President, Judge 
L. Hibbard of the District Court of 
Central Berkshire; Secretary, Fred- 
eric G. Moore; Assistant Secretary, 
Charles W. Gallup; Assistant Treas- 
urer, Miss Marie Kenyon. 

The Board of Directors consists of 
C. C. Gamwell, who has been a mem- 
ber of the board since 1900; T. Ellis 
Ramsdell of Housatonic (since 
1904), John C. Crosby of Pittsfield, 
Walter J. Raybold of Pittsfield, 
Charles I’. Sawyer of Dalton, Robert 
A. Barbour, Joseph E. Pierson, John 
R. Tobey, William A. Whittlesey and 
Monroe B. England. 

During its 100 years of existence 
the company has always paid div- 
idends, never levied an assessment 
and has progressed from a beginning 
of two small policies in its own coun- 
ty to a business which from 20 states 
during 1934 received $548,842.00 in 
premiums. $110,948 was paid in 
dividends and $187,747 in losses. The 
company entered a new field in 1919 
when it began to write automobile 
coverage and went extensively into 
the reinsurance field. 

In reporting the occasion the Berk- 
shire Evening Eagle said in part: 

“President Barbour is to be con- 
gratulated upon all that was done. He 
heads a company that enjoys the 
respect of the public. There isn’t 
much more to business than that—to 
have good will born of honorable ef- 
fort and square dealing and animated 
by the spirit to serve. The Berkshire 

Mutual is in a more secure position 

than it ever enjoyed before. One may 

be pardoned utterance of the belief 


that its best years, good as those in the 
past have been, are ahead.” 


Fire Losses Still Going Down 


A SUBSTANTIAL REDUCTION IN THE 
FIRE LOSSES IN THE UNITED STATES 
in June was reported by the Na- 
tional Board of Fire Underwriters, 
based upon data from its member 
companies. The June loss was $18,- 
499,675.00 which is $1,506,017.00, 
or 7.53 percent, below the loss for 
June 1934. For the first six months 
of 1935 the total fire loss as re- 
ported by the National Board was 
$136,460,641.00 as compared with 
$158,064,520.00 for 1934 and $181,- 
273,587.00 for 1933. The reduction 
for the first six months of the year 
is therefore over $20,000,000. 





Minnesota Bars 
Installment Payments 


COMMISSIONER YETKA OF MINN- 
ESOTA, HAS DECLARED THREE AND 
five year term fire insurance policies 
with premiums payable on an install- 
ment basis to be discriminatory, and 
he has held null and void all special 
deviation filings under which they 
have been written. 

Policies now written under the 
provisions of term deviation filings 
will be permitted to continue in effect 
until the next anniversary date of 
their inception, at which time they 
must be cancelled or rewritten at the 
published rate of the bureau which 
the insurer maintains or of which it 
is a member. 


CASUALTY 
NEWS ««« 


Union Indemnity Suit 


A RESOUNDING ECHO OF THE UNION 
INDEMNITY COMPANY’S DEBACLE IS 
set rumbling by the recent suit for 
$7,510,030.88 in damages brought 
against former directors and officers 
of the Union Securities Company and 
the Union Indemnity. An amount 
totalling $4,519,259.98 actual damages 
is asked, coupled with $2,500,000 for 
exemplary damages. In connection‘ 
there are also several individuals 
who claim actual damages aggregat- 
ing about $245,000 and exemplary 
damages of equal amount as former 
customers of Curtis & Sanger and 
purchasers of Insurance Securities 
Company stock through that firm. 

It is alleged in the sworn petition 
that the Union lidemnity Company 
when founded in 1919 had an original 
capital of $500,000 with paid in sur- 
plus of the same amount. It is fur- 
ther said that the company “sustained 
a huge loss from its underwriting 
business every year, and its total loss 
on the underwriting business up to 
the middle of 1925 was $2,035,- 
388.32, or more than twice the orig- 
inal capital and surplus.” 

Investment profits during this 
period are cited in the petition as ag- 
gregating $1,293,423 and other losses 
amounting to $156,543. Stockholders 
were paid in dividends $25,000 in 
1922, $145,000 in 1923, $225,000 in 
1924 and $134,750 during the first six 
months of 1925. The petition further 
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recites that there was a cumulative 
impairment of capital amounting to 
$1,428,258 in this period, largely ac- 
counted for by losses and dividends 
paid. In the petition are also the fol- 
lowing statements: 


“The sole source of the funds which 
had kept Union Indemnity Co. afloat 
was the constant sale of its stock at 
an inflated market price. This had 
been accomplished by declaring large 
dividends out of its capital in gross 
violation of the Louisiana law, thereby 
creating the impression among the 
stockholders and the public that it 
was a profitable venture.” 


The petition then cites an alleged 
conspiracy entered into for the pur- 
pose of avoiding supervision of State 
insurance commissioners by organ- 
ization of a holding company which 
was to (and did) acquire Union In- 
demnity Co. by a stock swapping plan 
and launch a “huge stock selling 
scheme” by means of a “fraudulently 
created active market for the parent 
company’s stock at an inflated price” 
and to maintain it by constant ac- 
quisition of other insurance com- 
panies “to conceal absence of legit- 
imate earnings.” ‘The allegations are 
that the conspirators planned to 
maintain the inflated market price 
by the following means: 

“By immediately declaring huge div- 
idends out of its capital in violation 
of the Louisiana law, and thereafter by 
continuing to pay a large quarterly 
dividend out of its capital in like 
violation of the Louisiana law, mean- 
while concealing from the public and 
tockholders that the dividends would 
be paid out of the capital and not out 
of earnings: 

“By selling the parent stock at a 
false and inflated market price above 
par, acquiring thereby a paid-in sur- 
plus; then donating this surplus to the 
subsidiaries as capital contributions, 
and declaring it back to the parent as 
dividends from the subsidiaries, there- 
by creating the impression that the 
subsidiaries were paying these div- 
idends out of their earnings; 

“By preparing and circulating false 
financial statements to the public and 

the stockholders.” 

Named as defendants in the peti- 
tion are more than thirty persons, in- 
cluding the original directors of the 
Insurance Securities Co. Inc., which 
was organized under the laws of 
Louisiana in 1925. It is alleged that 
the directors allowed certain amounts 
of capital to be transferred to the 
Union Indemnity Co. and thereafter 
voted dividends back to the parent 
company from which it began pay- 
ing dividends annually at the rate of 
14% within a few months after its 
organization; this in face of the fact 
that the Insurance Securities Co. had 
no other assets than the Union In- 
demnity stock. The charge is made 
in the petition that the Insurance 
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Securities Co. paid its first quarterly 
dividend directly from the funds of 
the Union Indemnity. 

The Curtis & Sanger investment 
house, an old, well established con- 
cern, came into the picture because 
of its large firm holdings of Insur- 
ance Securities Company stock which 
item in their investment program 
finally forced them into bankruptcy. 


eee 
Western Collision Rates Cut 


THE NATIONAL AUTOMOBILE UNDER- 
WRITERS ASSOCIATION HAS ANNOUNC- 
ed a reduction in automobile collision 
rates in a large part of the western 
territory. The amount of the reduc- 
tion varies from ten to about twenty 
per cent, depending upon the territo- 
rial division. The territories ben- 
efited are Chicago, Illinois, Iowa, 
Wisconsin, Minnesota, Ohio, St. 
Louis, Colorado, Wyoming and New 
Mexico. 

There are seven levels in the colli- 
sion rate setup. At each level there 
is a complete rate setup, depending 
on the cost of the car, age and form 
of collision coverage. Then the va- 
rious levels are assigned to various 
territories. The higher levels numer- 
ically, embrace the higher rate. 

The changes have been made by 
changing the level in which the terri- 
tory is assigned rather than by 
changing the rate set up for the level. 
In Chicago manual areas one and 
two, which have been charged the 
seventh collision rate level, are now 
assigned the sixth. Area three in 
Chicago dropped from the fifth to 
the fourth level. In Illinois outside 
of Chicago the various territories 
receive a rate advantage one level 
below that formerly assigned, which 
is also true in Iowa and Wisconsin. 
In Ohio there is a drop of one notch 
except for those territories which 
have been on the first and lowest 
level whose rate remains unchanged. 

In St. Paul and Minneapolis the 
collision rate level is reduced two 
notches from seven to five. Duluth 
dropped from seven to six and the 
balance of the state from two to one. 

The level is reduced one notch in 
St. Louis but there is no change in 
the rest of Missouri. 

In Colorado, Wyoming and New 
Mexico there is a drop of two levels 
from six to four except on commer- 
cial cars, which remain unchanged. 


Safety Code for Toxic Dust 


THE OCCUPATIONAL DISEASE PROB- 
LEM IS BEING GIVEN ESPECIAL ATTEN- 
tion by the American Standards Asso- 
ciation which organization is prepar- 


ing a Safety Code for toxic dusts, 
gases and fumes. 

The development of safety codes 
for industry has been an important 
activity of the A.S.A. However, thus 
far the committee attempting to for- 
mulate Exhaust and Ventilation 
codes has found it difficult to estab- 
lish standards of performance with- 
out knowing the safe and unsafe at- 
mospheric conditions for various con- 
tingencies for which they are draw- 
ing up standards. 

To remove these difficulties, the 
Standards Council of the Association, 
on the recommendation of the Safety 
Code Correlating Committee, of 
which C. E. Pettibone, Vice Pres- 
ident of American Mutual Liability 
Insurance Company and Manager of 
the Engineering Department, is chair- 
man, recently approved the appoint- 
ment of a National Advisory Com- 
mittee on Toxic Dusts and Gases. 
This committee is to assist various 
A.S.A. sectional committees in es- 
tablishing threshold limits on toxic 
dusts, gases and fumes. 

Among the qualified experts who 
will compose the Advisory Commit- 
tee it is expected there will be 
specialists in toxicology, pathology 
and medicine. Men experienced in 
industrial medicine, medical re- 
search and insurance, and industrial 
chemists and engineers will be in- 
cluded. 

At the present time, there is no 
authoritative group as a source of 
limits on toxic gases and fumes al- 
though some states have specified 
them and others are interested in 
them. The findings of such a group 
of specialists, experienced in all 
phases of the work as well as in 
modern research methods, and work- 
ing together under the A.S.A., where 
industry is fully represented are 
bound to form an authoritative 
opinion. 
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N. Y. Auto Safety Drive 


THE NEW YORK POLICE DEPART- 
MENT HAS LAUNCHED AN EXTENSIVE 
campaign to promote safe driving 
practices. They are using 5,000,000 
match books, 3,000,000 letterhead 
stickers and 80,000 windshield stick- 
ers, all bearing safety slogans and 
illustrated warnings of the dangers 
that beset automobile drivers as well 
as pedestrians. 
eee 


Loss Ratio on Assigned Risks 


AN AVERAGE LOSS RATIO OF 65.4% 
WAS SUSTAINED BY THE 33 CASUALTY 
companies taking part in the Illinois 
Undesirable Compensation Risk As- 
signment Plan from the period Au- 
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gust 1, 1933 to May Ist of this year 
according to a report made by Peter 
Malah, manager of the Chicago 
branch of the National Bureau of 
Casualty & Surety Underwriters. 
There was a great difference between 
the experience of individual com- 
panies, however, the highest loss 
ratio being 410%, while some of the 
companies suffered no loss at all on 
their assigned business. 


There were $34,495 in premiums 
written and $19,662 in losses paid, 
with $2,888 losses outstanding. The 
number of risks assigned in the pe- 
riod of 22 months was 271, the num- 
ber of risks written 119. Every ef- 
fort was made to secure equitable 
distribution of risks. 


Courts Broaden Omnibus 
Clause 


TWO RECENT DECISIONS CONSTRU- 
ING THE OMNIBUS CLAUSE HAVE CON- 
clusively demonstrated that under 
the wording formerly used by the 
companies the named insured is able 
to recover for any injuries which he 
receives as the result of the negli- 
gence of the driver who is covered 
under such a clause. The first case, 
that of Archer vs. General Casualty 
Company, 261 N.W. 9, permitted a 
wife to recover from the insured on 
the judgment obtained by her against 
her husband for injuries sustained in 
an automobile accident, although the 
policy was issued in the name of both 
the husband and the wife, the auto- 
mobile being owned jointly by them. 
In the second case, that of Howe vs. 
Howe, 179 Atl. 362, the plaintiff was 
the sole owner of the automobile and 
was injured while riding in the car 
which was then being operated by 
her husband. The plaintiff and her 
husband were named as joint insureds 
in the policy. In allowing the plain- 
tiff to recover the court states that 
the insurance company agreed to in- 
demnify the plaintiff's husband 
against loss by reason of the liability 
imposed him by law for damages on 
account of bodily injury and/or death 
to any person or persons except em- 
ployees of the insured who were en- 
titled to payments or benefits under 
the provisions of any workmen’s com- 
pensation act. The court further 
stated that the plaintiff, although a 
named insured, was a person within 
the meaning of the coverage and 
could therefore recover against the 
insurance company on a policy issued 
to her. Anticipating that such 
decisions might be rendered under 
the present wording of the omnibus 
clause, the committee which drafted 
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the new standard provisions inserted 
in the omnibus clause a provision that 
the paragraph did not apply “(b) to 
any person or organization with re- 
spect to bodily injury to or death of 
any person who is the named as- 
sured.” This provision effectively 
bars the door to any recovery by the 
named assured or any named insured 
under the omnibus clause. 


Missouri Ruling 


THE MISSOURI DEPARTMENT HAS 
RECENTLY SENT OUT THE FOLLOWING 
order concerning extension of credit: 

“To all fire and marine insurance 
companies licensed to do business in 
the State of Missouri: 

“It has come to the attention of 
this Department that some companies 
have been extending credit without 
interest on premiums, in violation of 
the anti-rebating section of the Mis- 
souri insurance law. 

“All premiums for insurance on all 
risks generally classified as fire, marine, 
and allied lines must be collected for 
the full term, as of the effective date 
of the policy, or contract, or renewal 
thereof, either in cash or by a bona 
fide note bearing not less than the 
legal rate of interest. 

“Failure to make such collection 
either in cash or by note, as set out 
above, on or before the 15th day of the 
second succeeding month in which 
such policy, or contract, or renewal 
thereof is effected, is prima facie evi- 
dence of rebating. 

“The full co-operation of the com- 
panies with this Department in main- 
taining this order, and in reporting 
violations thereof is expected.” 
Companies are asked by the De- 


partment to immediately forward 
duplicate copies of this order to all 
Missouri agents, with instructions 
that they sign one copy and return 
it to the company office. When all 
have reported, the companies are di- 
rected to send signed copies to the 
Department. 
e@e @ 


End Guest Cover in 
Mass. Policy 


BILL ELIMINATING GUEST 
RIDER COVERAGE UNDER THE COM- 
pulsory liability insurance law of 
Massachusetts, has been signed by 
Governor Curley, who declared that 
this was merely the first step in the 
general reduction in insurance costs 
to the motorists of Massachusetts. 


THE 


The adoption of the provision 
eliminating the guest clause, the Gov- 
ernor said, will bring about reason- 
able changes in premium charges next 
year, especially in view of the fact 
that the Insurance Commissioner will 
be able to put into effect some reg- 
ulations which do not require the 
sanction of law. 
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Commissioner of 
Celles said: 

“The people of Massachusetts wer< 
faced with a 12 per cent increase in 
rates. This bill cuts out two-thirds of 
that figure and keeps the possible in- 
crease at a low figure of 4 per cent. 
The benefits of this legislation will be 
felt by all the citizens of the Com- 
monwealth. 

“My next task is to find a fair and 
equitable system of zoning. In spite 
of reports to the contrary, I have 
made no decision in regard to zones, 
but I shall try to zone the State so 
that the load of insurance premiums 
may be distributed equitably. I believe 
that the public has the right to know 
what we are doing and the reasons 
behind the rates. 

“Before I promulgate the rates I 
intend to let every citizen in the Com- 
monwealth know just how I arrived at 
the figures. Up to the present the 
people have been kept in the dark.” 


Protest N. Y. Silicosis Rates 


REPRESENTATIVES OF VARIOUS INDUS 
TRIES AND ORGANIZATIONS PROTESTED 
strongly against the proposed sched- 
ule of occupational disease rates, 
applicable to dust hazards in general 
and silica risks in particular, at the 
public hearing held in New York on 
August 12 before Louis H. Pitik, 
Superintendent of Insurance. 

The industrial leaders agreed that 
the rates were prohibitive and if 
made effective would cause iron 
foundries to cease operations because 
of the additional burden. The net 
effect of the hearing was to indicate 
that there would be a change in the 
general set up of advisory rates. 
Mr. Pink pointed out the Depart 
ment’s duty to see that rates are rea- 
sonable and adequate. If they were 
too low they would be of no benefit 
to industry he stated. He said that 
if it appeared employers cannot af 
ford to pay for coverage of the haz- 
ard caused by silicosis and the insur 
ance companies actually faced loss 
on the business as now offered he 
would do the best possible recheck- 
ing on the schedule in an effort to 
find a way to solve the problem. 

Industrial Commissioner Elmer F. 
Andrews said he believed that there 
should be specific legislation on sil- 
icosis and that the hazard is not as 
serious as it is supposed to be. He 
indicated that his department would 
do all that it could to aid in passing a 
bill to be introduced next January. 


Insurance De 


LADY STALIN IN COMMAND 


“You will cut and roll the lawn, weed 
the gravel path, pot some chrysanthemums, 
plant all those rose-bushes, clean out the 
greenhouse, and see to the heating ap 
paratus, and—’ 

New GARDENER 


“Excuse me, madam 


a five-year 


but is this a day’s work or 
plan ?”—Answers. 
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MUTUAL UNDERWRITERS’ CONFERENCE 


THE SEVENTH UNDERWRITERS’ CON- 
FERENCE OF THE FEDERATION OF 
Mutual Fire Insurance Companies, 
was held at the Drake Hotel on 
August 12 and 13. Every item on 
the program proved to be of interest 
to those in attendance and without 
exception the speakers showed them- 
selves widely informed on their sub- 
jects. A number of the talks at- 
tracted more than usual attention, es 
pecially the vigorous presentation of 
the advantages of comprehensive 
policies which was made by Mr. J. J. 
Fitzgerald and the talks by Burr 
Gongwer and Frank [L. Erion on 
the afternoon of August. 13. Mr. 
Gongwer, assistant vice president of 
the Firemen’s Mutual Insurance 
Company of Providence discussed 
the underwriting of sprinklered risks 
by the factory mutual companies and 
gave a clear and comprehensive sur- 
vey of the methods which they use. 
Mr. Erion, speaking on prospective 
earnings insurance, discussed the 
shortcomings of the present use and 
occupancy form and the need for a 
new, simple contract which the bus 
iness man can understand and which 
would make it possible to underwrite 
this business more generally. Mr. 
Erion offered to the Conference a 
form which he hopes will meet the 
requirements which he set out. 

The attendance at this Conference 
was the largest in years. A total of 
54 companies, ranging from the 
Northwestern of Seattle to the At- 
lantic Mutual at Savannah, Georgia 
sent members of their underwriting 
or executive staffs to the meeting. 

The annual dinner, always a fea- 
ture of the Underwriters’ Conference 
was held on Monday night in the 
French Room of the Drake. The 
Honorable Ernest Palmer, Director 
of Insurance of Illinois, made an in 
formal talk which delighted his lis- 
teners because of its wit and humor 
interspersed with a number of 
serious matters. Among other things, 
Mr. Palmer made clear his deter- 
mination to continue the fight for the 
Illinois Insurance Code, defeated at 
the last session of the legislature and 
expressed his confidence that it 
would be passed either at the Special 
Session next Fall, or at the next reg- 
ular session. He also voiced his op 
position to state insurance projects 
of all kinds, not on the ground that 
such projects were bound to be in- 
efficient but because he opposed the 
entrance of government into any 
business which could be handled by 
private capital. 

The Conference was in charge of 


a special committee on arrangements, 
of which Harold Brown of the Hard- 
ware Dealers of Stevens Point was 
chairman. The other members were 
Gleason Allen of the Northwestern 
Department of the Mill Mutuals; 
A. W. Benson of the Pawtucket 
Mutual Fire Insurance Co.; S. F. 
Coffin of the Lumbermens Mutual 
Fire Insurance Company and Ben C. 
Vine of the Millers of Alton. Mr. 
Brown opened and closed the Con- 
ference and also acted as session 
chairman on the morning of August 
12. Mr. Allen presided on Monday 
afternoon, Mr. Coffin on Tuesday 
morning, and by Mr. Vine on Tues- 
day afternoon. 

James S. Kemper, president of the 
National Retailers Mutual Insurance 
Company and of the Lumbermens 
Mutual Casualty Company opened 
the Conference with a short address 
of welcome in which he called upon 
the underwriters to maintain their 
standards in the face of the phenom- 
inally low loss ratios which all fire 
insurance companies have exper- 
ienced during the past few years. 
His talk was warmly received by 
those in attendance. 

The complete program for the 
Underwriters’ Conference was as 
follows: Monday morning—Ad- 
dress of Welcome by James S. 
Kemper, president, National Retail- 
ers Mutual Insurance Company 
“Determination of Net Retentions” ; 
C. EF. Nail, assistant secretary, Lum- 
bermens Mutual Insurance Com- 
pany; and H. M. Carey, assistant 
secretary of the Michigan Millers 
Mutual Fire Insurance Company. 
There was a discussion period led 
by H. J. Pelstring, se¢retary of the 
Pennsylvania Lumbermens Mutual 
Fire Insurance Company. “Audit or 
Stamping Bureaus” by F. W. Pur- 
mort, assistant secretary of the Cen- 
tral Manufacturers Mutual  In- 
surance Company with a discussion 
period led by Ben C. Vine of the 
Millers of Alton. On Monday af- 
ternoon “The Advantages of Com- 
prehensive Policies” by J. J. Fitz- 
gerald, secretary of the Grain Deal- 
ers National Mutual Fire Insurance 
Company with a discussion led by 
Mr. Fitzgerald. “Mutual Under- 
writing in the South” by James Kidd, 
secretary of the Minnesota Imple- 
ment Mutual Fire Insurance Com- 
pany and Norman D. Burke of the 
Retail Credit Company. “Reporting 
Form Policies and Reinsuring of 
Such Policies” by Charles Galloway, 
assistant secretary of the United 
Mutual Fire Insurance Company, 





with a discussion led by J. J. Beall 
of the Northwestern Mutual Fire 
Association. Tuesday morning the 
report of the Special Committee on 
a Federation Loss Reporting Service 
and Central Reporting of Classified 
Experience was presented to the 
Conference and discussed. Tuesday 
afternoon “Underwriting of Sprink- 
lered Risks by the Factory Mutuals” 
by Burr Gongwer, assistant vice 
president of the Firemens Mutual 
Insurance Company with a discussion 
led by Mr. Gongwer. “The training 
of an Examiner” by R. D. Austin, 
secretary of the Iowa Hardware 
Mutual Insurance Company with a 
discussion led by Mr. Austin. “Pros- 
pective Earnings Insurance” by 
Frank L. ‘Erion, with a discussion led 
by Mr. Erion. 

Just before the close of the Con- 
ference the Committee on Resolu- 
tions which consisted of Gage Mc- 
Cotter, chairman, Fred Wessels, Jr. 
and W. H. Birch presented four res- 
olutions which were adopted by the 
Conference. The first recommended 
to the Federation the creation of a 
special committee on forms, which 
committee was asked to give partic- 
ular consideration to reporting pol- 
icies and forms. The second asked 
the continuance of the special com- 
mittee on Central Reporting for an- 
other year in order to supervise any 
activity which the Federation might 
undertake. A third — resolution 
thanked the Committee on Arrange- 
ments for the work which it had done 
in preparing for the Conference, and 
the fourth resolution directed the 
Committee on Forms, if appointed, to 
give consideration to the prospective 
earning policy proposed by Mr. Erion. 

A new innovation in meetings of 
this type was attempted in the form 
of a timetable schedule which reg- 
ulated all of the items on the pro- 
gram. Every session started prompt- 
ly and each subject was discussed at 
the time indicated on the program. 
The resulting saving in time was 
much appreciated by those attending 
the Conference. 

Those in attendance were asked to 
indicate what time and place would 
be preferable for the 1936 Under 
writers Conference. There was 
agreement that the meeting should be 
moved from one section of the coun- 
try to another, so as to equalize 
traveling on the part of the various 
company representatives. 
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PUBLIC PROVISION FOR OLD AGE 


bit for acute jitters every time 
he is asked to think about social 
security. He has just come through 
a wreck and is still not certain how 
best to clear the right of way and 
get traffic going on the line. He is 
working and praying for a job of 
quick repairs when suddenly to his 
left appears a pestiferous group who 
propose—or so it seems to him—to 
rebuild the entire system. The fel- 
lows on the left, some of them, even 
believe that you can’t recover until 
you first reform. Yet here is the 
same grand old railway, or what re- 
mains of it, that has always run so 
smoothly. It was good for our 
grandfathers and what a whale of a 
lot of money it made for our fathers. 
Apparently it would work again if 
only we would quit tampering. It is 
quite bad enough to have a snug 
world fall apart under your feet, but 
that is nothing to the bewilderment 
and dismay of learning at the same 
time it can never be put together 
again in the same shape; that a sim- 
ple repair job is not enough, that new 
construction must be put in, even that 
fares must be raised and new faces 
invited on to the board of directors. 
The railway-recovery-reform anal- 
ogy is not a new one but it explains 


[bit for blame the American one 
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much of the criticism adverse to the 
social security program. “What’s all 
the hurry about? Why bring these 
things up in the middle of an awful 
depression? There’s a problem, sure- 
ly, but let’s wait until we have time 
to turn around, and anyhow maybe 
it’s exaggerated. Let’s wait for nor- 
malcy and then we can think about 
changes.” This is a perfectly natural 
reaction and goes far to account for 
the apathy, or worse, of people who 
intellectually are convinced that 
there is an unemployment and old age 
issue. For the specialist, our accrued 
old age account is an old story, but 
the specialist reads and studies cen- 
sus reports and the layman does not. 
It is only recently that the average 
man has become aware that there is 
a problem at all. He needs time to 
reorient himself. At the same time 
it is easy to see why social insurance 
proposals are being pushed while we 
still struggle with depression. Mild as 
they are, still they represent reform 
rather than recovery and you can 
make a case for postponing them the 
same as banking and utility reform. 
The reason for haste here is the same 


as for these others. You must cure 
the devil when “the devil a saint 
would be.” He is psychologically if 
not financially ready for treatment. 
Nobody gets excited about anything 
social with Steel at 250 or when 
General Motors has just declared an 
extra. A reasonable compromise 
that has been at least partly adopted 
is to ~pass laws now and postpone 
their financial operation until some 
time in the future. The Wisconsin 
unemployment reserve law for in- 
stance was made effective contingent 
on the recovery Of business to a pre- 
determined level. An even simpler 
procedure is to pass the law today, 
assume recovery in one, two or three 
years and write the latter into the law 
as the effective date. All in all the 
don’t-rock-the-boat argument is not 
a sound one, any more than the rea- 
soning of the Irish peasant who did- 
n’t repair his roof when it rained be- 
cause then it wasn’t convenient, nor 
when it was fair because then he 
didn’t need a roof. 


Federal-State Old Age Program 
HERE are two distinct parts to 
the Roosevelt old age program, 

corresponding to two different though 
related aspects of the old age prob- 
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lem. The first and immediately ef- 
fective part of the program goes by 
the name of old age assistance and is 
nothing more or less than the exten- 
sion and strengthening of an existing 
system of care for old people who 
are unable to care for themselves. 
In plain words old age assistance is 
outdoor poor relief, i. e., given the 
old in their homes. Payments under 
existing state assistance laws are 
made only on satisfaction of a de- 
pendency or means test: for example 
proof that the old person has no rel- 
atives responsible for and capable of 
support and (usually) that he has 
no property of say $3000 or more or 
income of $30 or more a month. This 
is not quite on a level with ordinary 
poor relief, which goes back to Eliz- 
abeth’s day, but it comes pretty close 
to it. The main difference between 
the two is that old age assistance 
(miscalled old age pensions to estab- 
lish their respectability) is on a com- 
paratively uniform and formal basis. 
There are, at least in the statutes, 
standard qualifications for assistance, 
the amount of assistance is reg- 
ulated, and in the best states, state 
supervision if not state administra- 
tion eliminates many of the wastes 
and worse of local poor relief. 

For those eligible this method has 
advantages over the poorhouse as 
well as over local outdoor relief. Pro- 
ponents in the zeal of their proselyt- 
ing have made a great deal too much 
of these advantages. It is com- 
monly represented that assistance 
will abolish the poorhouse—this 
makes a grand cartoon—but our best 
information is that passage of an 
assistance law can be expected to re- 
lease not more than 15 per cent of 
the existing almshouse population. 
The reason is a very simple one: the 
majority of old people are not phys- 
ically able to care for themselves. 
They are crippled, they are sick, their 
minds have faded or they are just 
so superannuated that they require 
care. It is quite beside the point 
that the poorhouse in most states is 
a howling travesty on civilization. It 
is quite true that the aged do not get 
the medical and other treatment they 
should have in institutions that are 
under-financed, politically admin- 
istered and that mix indiscriminately 
old and young, normal and pervert, 
respectable and criminal. But pass- 
ing a law to give them all $30 a month 
in their own homes misses the crux 
of the matter almost as widely. Even 
the physically able are not auto- 
matically cared for under old age 
assistance. Bachelors, to cite an im- 
portant instance, are more numerous 
in almshouses than married people 
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and one of the real problems is to 
place these tieless relationless waifs 
and strays. They have no homes to 
be supported in. Old women are 
useful but nobody wants on old man, 
and interesting enough a great many 
old men prefer the “security” and 
regime of an institution. 

So far old age assistance doesn’t 
seem to have much to recommend it. 
It ts after all charity; a better way 
to give charity than through the local 
politician but still charity. There 
must be strong reasons for so idealist 
an administration as the Roosevelt 
to accept it as a method of meeting 
old age dependency. Certainly if 
every American bought and built his 
own annuity out of his life-time earn- 
ings there would be no need for 
charity of any sort in his old age. 
But as we shall see it is not possible, 
even on paper, to assume a green old 
age for every American. And even 
if it were possible for the future, the 
immediate, the pressing, the vital 
political and human question is the 
accumulated old age dependency right 
on us. We simply haven’t the time 
to wait for annuities to build up. 
There were at least 900,000 public 
dependents aged 65 or over in 1930, 
there will be at the present rate well 
over a million in 1940 and by 1950 
there will be at least a million and a 
half. All of these figures are the 
barest minima. They go on the 
assumption that the economic risk, as 
distinguished from the physical risk, 
will get neither better nor worse; 
that opportunity for spending, saving, 
investing and keeping will remain 
the same for the next 15 years as for 
1930, The estimates of the actuaries 
of the Committee on Economic Se- 
curity indicate levels of old age de- 
pendency twice as high., 

e®ee 

T is the tough fact of the old age 
I group now dependent, and those 
in the forties and fifties fated to be 
dependent, that makes an outright 
insurance or true pension scheme im- 
possible as an immediate solution. 
Even with government subsidy it 
takes time for premium contributions 
to pile up and compound interest to 
get in its licks. Something, since 
folks don’t starve, must be provided 
at once. And in this case, unlike 
that of unemployment insurance, 
strong extremist political forces are 
pushing for legislation. You can 
make out a beautiful economic case 
against the Townsend plan—lI’ve 
done it myself—but the fact is that 
\mericans are blind disciples of 
every social messiah who promises a 
new heaven right away. What is so 
extreme and nebulous we can’t com- 
prehend we believe instinctively. 





When you get the combination of a 
promise of $200 a month for life and 
an acute wrenching depression you 
get political dynamite. In passing it 
should be noted that non-politicians 
take the Townsends and the Longs 
much too lightly. Great political 
causes rise from great economic dis- 
satisfaction. The dissatisfaction is 
blind and often mistaken but it lies 
in real causes. The American can be 
fooled on the economics of it but he 
knows something is wrong some- 
where and it is hurting him. If for 
no better reason the Roosevelt old 
age assistance program has to be 
passed as a backfire to something 
more radical. 

The Roosevelt program as we shall 
see is not a bit radical in its old age 
assistance proposals. It intends 
simply to subsidize state assistance 
schemes on condition of a reasonable 
uniformity between and within the 
states. In 37 states this amounts to 
subsidizing a going system. The idea 
of the subsidy is to secure assistance 
laws where there still are none and to 
strengthen the laws of states already 
provided. 

The essentials—details later—of 
the other part of the federal old age 
program are very simple. They would 
simply transfer into the field of com- 
pulsory government action existing 
methods of saving for old age. All 
eligible persons would purchase an- 
nuities of the contractual actuarial 
variety, the fund to be accumulated 
under government auspices and the 
system administered by government 
personnel. There would be naturally 
certain modifications of the private 
insurance plan. The employer would 
be required to contribute, where in 
private schemes this is a matter of 
his choice although almost always if 
he goes so far as to start a scheme 
he contributes to it also. And finally 
since for practical or, if you like, 
political reasons you dare not pass 
an old age annuity law today and ex- 
pect middle-aged members to be 
satisfied with the small pensions re- 
sulting from their short period of 
contribution, the government steps 
in and immediately or ultimately sub- 
sidizes their pensions. Since in the 
absence of such subsidy many of 
these people would go on old age 
assistance, financed partly by the fed- 
eral government, this is not as im- 
portant a concession as it would 
otherwise be. It does however dis- 
tinguish the federal from private 
pension schemes. 

The purpose of the contributory 
insurance scheme is preventive. To 
the extent that people save for them- 
selves others need not be taxed for 











them. To the extent that these pen- 
sion funds pile up and are available 
at 65 there will be that much less 
need for old age relief or assistance. 
If the insurance scheme were not 
provided it is calculated that the peak 
cost on state and federal govern- 
ments of the assistance scheme 
would ultimately reach 2 billions and 
a half a year. The insurance plan 
ultimately will reduce this burden on 
general taxation by a billion annually. 
All things equal this is a prima facie 
case for the insurance method. What 
the countervailing political, economic 
and social factors are we will come 
to presently. @ @ @ 


Federal-State Old Age Assistance 
or Relief 
HIRTY-NINE states now have 
old age assistance laws of one 
kind or another. The qualifier is im- 
portant. Many are paper laws and 
others are administered so badly they 
are almost as bad as no law at all. 
Five of the older laws are still op- 
tional with the counties and unless 
the counties act the aged have no 
assistance. In one state, with 55 
counties, a single county pays pen- 
sions. The latest report from Wis- 
consin, model of progressive states, 
says that 8 counties of 71 are pay- 
ing pensions, a condition corrected 
only on the first of July of this year. 
Kentucky, Nevada and West Vir- 
ginia with county-option laws, have 
never paid pensions. [ven tlie state- 
wide compulsory plans have their 
troubles in these days. The effect of 
depression has been to cut benefits 
sharply and reduce the numbers on 
the pension rolls. In states which 
appropriate definite sums for old age 
assistance the waiting lists are longer 
these days than for the Union 
League. So long that sometimes the 
waiting lists are longer than the ros- 
ter of the assisted. In 1934 the av- 
erage monthly pension dropped to 
$16.48 and what it will be in 1935 
no one can predict. In common with 
all charity public and private, old 
age assistance feels more and more 
keenly the edge of depression. $16 
a month isn’t a great deal for those 
who get it and the 31 million dollars 
paid in 1934 doesn’t seem an insup- 
portable burden. The fact is that 
the old age assistance fund in most 
states is one of the first places where 
hudget-makers take up slack. Rightly 
or wrongly the states say they cannot 
carry on in depression. The prin- 
cipal advantage of the federal pro- 
gram is that it broadens and strength- 
ens the financial base of state old age 
assistance. 
The objectives of the federal pro- 
gram are 3: to extend the state old 


JouRNAL or AMERICAN INSURANCE 


age assistance plan, to provide for it 
dependable support, to improve the 
standards of the existing system. It 
achieves all 3 objectives by means of 
federal subsidy. The federal govern- 
ment matches state old age payments 
on a 50-50 basis up to a total state 
payment of $15 a month for each 
assisted person. This means that 
the federal government will contrib- 
ute at the outside $15 a month and, 
if the state is less liberal, proportion- 
ately less. On the other hand if a 
liberal state like New York wishes 
to continue paying its high average 
grant ($22.16 in 1934) the total per 


assisted person can be raised to 
$37.16. There is no guarantee, of 


course, that the bait of a subsidy will 
entice states now without assistance 
laws to pass them, but the lure is 
attractive and even the most back- 
ward state must care in some way for 
its dependents and it might as well 
cash in on a chance for federal funds. 
As an extra fillip the federal govern- 
ment pays each state an additional 5 
per cent of the basic subsidy which 
need not be matched and can be used 
either for administration expense or 
for additional assistance. The dif- 
ficulty of states whose constitutions 
forbid old age assistance out of tax- 
ation has been surmounted by per- 
mitting federal subsidy for 2 years 
only without matching appropriation. 
eee 

RIEFLY summarized this is the 

agreement—in addition to the 
financial promise—that a state must 
carry out to continue to receive fed- 
eral largess. Assistance must be con- 
fined to persons 65 or older (70 until 
1940) and not inmates of public in- 
stitutions. The assistance scheme 
must be on a statewide basis and if 
administered locally must be manda- 
tory on the counties and state-super- 
vised. The Social Security Board is 
the federal supervising agency and 
has the power to insist, on pain of 
loss of subsidy, on maintenance of 
reasonable administrative standards. 
(Unfortunately, and for the same 
reason as for unemployment insur- 
ance, the Board is refused authority 
over the selection, tenure and pay of 
personnel. Even to get federal money 
the states refuse to yield the priv- 
ilege of patronage. Fortunately the 
earlier proposal to place these func- 
tions under the federal Relief Ad- 
ministrator died a-borning. It would 
be hard to imagine a more absurd 
arrangement than the placing of per- 
manent administrative responsibility 
for dependent old persons under an 
emergency relief official.) Very im- 
portant, state residence requirements 
for assisted persons may not exceed 
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5 years in the previous 9, and no 
state may require them to be citizens 
born or for any prescribed period. 

Out of this two-way agreement be- 
tween the federal government and 
the states will flow some immediate, 
some potential advantages. The 
greatest immediate advantage is the 
substantial basis created and assured 
for old age relief. Even with state 
autonomy in personnel there will be 
considerable improvement in admin- 
istration. In general the require- 
ments for assistance are relaxed as 
they should be and unreasonable pre- 
requisites, such as that of the state 
that demands 25 years residence, are 
made impossible. The average state 
law now requires 15 years residence 
and 15 years citizenship. 

There is no mention in the condi- 
tions for federal subsidy of the moral 
prerequisites usual in existing state 
laws. The intention is as now to 
leave this to the states although it is 
generally agreed that disqualification 
for wife desertion or vagrancy has 
no place in relief administration. 
(Ix-wife-beaters are allowed to 
starve no more than the uxorious 
and the fear of losing a $30 grant, 20 
or 30 years hence, is hardly a deter- 
rent to wife-beating today.) Some of 
the states under this negative en- 
couragement may relax, or eliminate 
entirely, moral restrictions. There is 
also no mention in the federal con- 
ditions of a means or property hur- 
dle, and this is also indirect en- 
couragement to soften prerequisites 
that often are unnecessarily high. 
The property requirement in any 
event is as often an encouragement 
to evasion as it is a check on malin- 
gering. The reasonable requirement 
for relief is proof of need and need 
is not’ determinable by arbitrary 
standards written into a law. In any 
event whether there is a property 
test or a simple need test the state 
has the right to, and actually does, 
recover considerable amounts from 
the estates of deceased old folk it has 
relieved. 

Finally it is important to note that 
the federal conditions are minimum 
not maximum. The states can be, 
with 2 exceptions, as liberal as they 
choose; they dare not be less liberal 
than the federal conditions. For ex- 
ample New York or California may 
decide to grant assistance to persons 
unable to meet the requirement of 5 
years residence or of United States 
citizenship; the federal government 
will match just the same. The only 


limits on this liberty are that pay- 
ments must not be made to those in 
public institutions, or under 65. 

Only one criticism can honestly be 
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made of this part of the old age 
program by those who agree that the 
dependent aged must be taken care 
of one way or another. It is that it 
does not go far enough. To the ex- 
tent that it permits survival of the 
property and more particularly of the 
moral restrictions it marks no new 
ground. But it loses none either. It 
is unfortunate that for a time certain 
states with constitutional restrictions 
will collect federal subsidy completely 
gratis. That is part of the political 
price we pay for an inch of social 
progress. There are still people, of 
course, who believe that old age re- 
lief would not be necessary if every 
man saved all his life. Not so many 
of these as 10 years back. There are 
many others who would like to see 
how far we can reduce this really 
gigantic dependency burden in the 
future. It is this objective that the 
Roosevelt program shoots at in its 
annuity proposals. 
e® @ ®@ 


Federal Contractual Annuities 
EDERAL-STATE assistance is 
extension and refinement of or- 

thodox old age relief. Its basis still 
is taxation. It cannot be expected to 
lighten the burden of the taxpayer 
and as a matter of experience we may 
expect in the long run it will add to 
this burden. The formalizing of re- 
lief eliminates some wastes but the 
enlarging of opportunity for relief 
ultimately raises relief costs. The 
fact that you may be getting more 
for your money is not the point: 
taxes go up. The federal annuity 
plan proposes to reduce sharply the 
drain on public funds and transfer a 
large part of the responsibility for 
old age provision to the individual. 
Since in theory individuals have al- 
ways had the chance to do this for 
themselves and have not, or if they 
have saved have lost, the only way to 
secure individual provision is to com- 
pel it. The center and circumference 
of the federal plan is compulsory sav- 
ing for old age. Under it the federal 
government deals directly with its 
citizens as does any insurance com- 
pany with its policyholders. The 
states have nothing to do with the 
plan. Through 3 departments the 
federal government enters the annu- 
ity business and compels certain per- 
sons to join and others to help sup- 
port it. 

The United States Treasury is the 
custodian and investor of old age 
annuity funds. The Social Security 
Board will certify the names of pen- 
sioners (we shall call the annuitants 
“pensioners” from now on) and the 
amounts of their pensions to the 
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Secretary of the Treasury who will 
pay them, and has general jurisdic- 
tion over old age annuities as over all 
social insurance matters. Following 
European custom the method of con- 
tribution, or tax payment, and col- 
lection will be through the purchase 
of stamps by the employer from the 
Post Office, the Postmaster General 
forwarding receipts to the Treasury. 
This offhand seems complex but 
abroad it has worked well for years 
and really involves no greater inter- 
departmental complications than 
scores of other federal matters. 
Coverage. Because it is compulsory 
the annuity system is much more 
definite than the permissive unem- 
ployment insurance plan. The mem- 
bers and beneficiaries of the system 
are defined as every employee (in- 
cluding corporation officers) within 
the United States or on an American 
vessel anywhere. Every such worker, 
irrespective of size of plant will re- 
ceive old age pension benefits as a 
contractual right except: 1) farm 
workers, 2) domestics in private 
homes, 3) casuals, 4) employees of 
the federal or state governments or 
state subdivisions, 5) employees of 
religious, charitable, educational and 
analagous institutions not for profit. 
Significantly this list of exemptions 
does not mention employees of bus- 
inesses providing old age pensions. 
The status of the private pension 
plan turned out to be the toughest of 
all points at issue. On the face of 
things it seems superfluous and un- 
fair to ask employers already helping 
to support their own plans to chip in 
and help support a national plan as 
well. The benefits of some of these 
plans on paper at least are more lib- 
eral than those promised under the 
federal schedule. Many manage- 
ments prefer naturally not to give up 
this special tie that binds their work- 
ers to them, nor do they like the al- 
ternative of contributing to both 
plans and giving their men the extra 
benefits. There are, however, a num- 
ber of real dangers in exempting 
broadscale private plans. Most of 
them are not sound, they treat pen- 
sion payments as current expense 
which grow intolerably burdensome 
as workers age, they rest on the good 
will of the employer, they may be 
and are used for labor bargaining, 
they impose moral and good behavior 
qualifications. They are in short not 
true pensions because they are not 
sure and are privileges and not rights. 
It it too true that some employers 
fire men just before they come of 
pension age and that some are re- 
luctant to hire after 40 because of 
the effect on pension premiums, The 


general effect of exempting non-ac- 
tuarial, non-contractual pension 
schemes would be to place a premium 
on quasi-old age security. We have 
enough of that kind already. There 
is a sound social reason for barring 
them. Private plans on an actuarial 
basis and in which the worker has a 
contractual right are not in the same 
category. (Both requirements are 
important: a plan can be actuarially 
and not actually safe if the employers 
retains a string on-it.) These sub- 
stitute schemes should be at least as 
liberal as the federal and place the 
same proportionate burden on the 
contributors. 
eee 

DO not follow many of the ar- 
I guments, put forth particularly 
by labor, against all exemptions of 
private plans. One of the most force- 
ful runs that exemption would in- 
crease unemployment among the mid- 
dle-aged because private pension 
premiums are based on age and pre- 
sumably new private schemes entered 
in to escape the national compulsion 
will cause a reshuffling of personnel. 
You can require an employer to pay 
old age pension taxes on the work- 
ers he retains but you can’t as yet 
refuse him the right to fire the older 
ones. Lut the federal scheme is not 
entirely free of this possibility either. 
Premiums are not related to age, as 
such, but they are based on wages 
and in general wages rise with age 
and experience. The correlation is 
crude but, up to 40 or 50 at least, is 
nearly universal. 

Other objections to exemption ap- 
pear to have less force. For example, 
exemption would increase the cost of 
old age provision (presumably be- 
cause of the higher administrative 
costs, and in some cases the profits 
of private insurance), the system 
would not be so simple to administer 
(true), it would strain labor relation- 
ships and strengthen the company 
union. On balance it seems a rea- 
sonable compromise to permit ex- 
emption of sound contractual plans. 
The dangers of selection against the 
fund are not nearly so important as 
in workmen’s compensation, and 
there will still be plenty of business 
for the federal fund. The socalled 
Clark (Senate) amendment would 
have exempted schemes satisfactory 
to the Social Security Board but was 
dropped in conference with the un- 
derstanding that private plans will be 
given more study. The all-important 
consideration will be the care with 
which schemes are scrutinized for 
exemption. Far better no exemptions 
at all than the pro forma examination 
and regulation of what is called self- 

(Continued on Page 26) 
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Just One Example of the Many Reasons Why Auto Coverage Is a Prime Necessity 


AUTOMOBILE LIABILITY INSURANCE TRENDS 


N the early days, the furnishing 

of protection under liability pol- 

icies was much simpler than to- 
day. Then, of course, contracts 
were simpler. The first contracts 
were indemnity contracts and in sub- 
stance, under those contracts, the 
companies agreed with the insured 
that if, on account of his negligence, 
a judgment was recovered against 
him and collected from him, that it 
would reimburse him for the amount 


of it and the expenses connected 
with the transaction. The Company 
did not particularly care to know 


anything about the case until it was 
all over and the amount fixed and 
paid. That is far different from the 
present policy contract with the ad- 
ditional insured clause, the bank- 
ruptcy and insolvency clause, finan- 
cial responsibility provisions, and the 
methods companies find that they 
must now employ in the handling of 
claims. But rapid as that develop- 
ment has been, it may be a question 
whether it has been along the lines 
best calculated to accomplish the 
purposes for which such insurance 
was designed, or kept pace with the 
development of the automobile and 
its increasing importance in our 
social and economic structure. 

As compared to life and fire insur- 
ance, automobile liability insurance 
is a comparatively new industry. 
Those types of insurance are for- 


Excerpts From An Address Delivered Before the 
Insurance Section of the American Bar Association 
at Their Recent Convention in Los Angeles 


By ADLAI H. RUST 


EXECUTIVE VICE-PRESIDENT STATE FARM 
AUTOMOBILE INSURANCE COMPANY— 
BLOOMINGTON, ILL. 
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tunate because the advancement of 
science and the experience of years 
have combined to increase the aver- 
age span of life and the safety of 
property. However, for automobile 
liability insurance underwriters, the 
hazards incident to the business have 
continually increased and_ there 
seems to be no present prospect of a 


stabilization or decrease in these 
hazards. 
eee 
FEW months ago, a new 


A schedule of rates in many states 
was announced by one group of 
companies. The statement was made 
at that time that: 

“The revision represents rate increases 
for the most part because of the unfavor- 
able experience which the companies have 
sustained. The experience for policy years 
1929 to 1933 shows a steady increase in 
the ‘claim frequency’, or the number of 
claims per 100 automobiles, with a con- 
tinued high average cost per claim. The 
result of this has been an underwriting 
loss to the companies which for 1932 and 
1933 has amounted to $7,500,000. 

“The rates * * *, are not designed 
to offset the past underwriting losses of 
the companies but merely to avoid, if pos- 
sible, their continuance. Rates for auto- 
mobile insurance reflect essentially the ac- 
cident and claim record of the insured 


motor vehicle owners. Whenever such 
record reveals an ascending scale of acci- 
dents serious enough to produce claims for 
damages, or, when the amount of damage 
caused by accidents continues to grow, the 
companies have no choice but to follow the 
indications of that unfavorable experience 
in determining the rates to be charged in 
the future. Only in this way will the com- 
panies remain in a condition where they 
will be able to satisfy the demands made 
upon them and render the service so es- 
sential for the full protection of their 
policyholders.” ; 

The business being comparatively 
new, there has not been the uniform- 
ity of practice either by the carriers 
or by the duly constituted authorities 
regulating the carriers that has ex- 
isted in other lines. 

A concerted effort is being made 
to standardize the form of policy 
contracts. A Committee has done 
very valuable work along this line, 
and is entitled to credit for its ef- 
forts. All of us can agree on the 
desirability of a uniform contract 
and a uniform interpretation of it, 
but frankly, there are misgivings on 
the part of many acquainted with 
the problem, as to whether or not 
the so-called standard or uniform 
_— form does not unnecessarily 
yroaden the coverage and encourage 
some of the very abuses that are of 
such concern to the companies. This 
suggestion is not to be taken as a 
criticism of the Committee or the 


supervising officials who have been 
interested in the subject, for this 
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very broad form of contract, grant- 
ing protection beyond the ordinary 
needs of the insured, has come about 
through the companies failing to re- 
sist the ill-considered demands of 
agents for some policy feature that 
would give them an advantage in 
competitive sales, and it seems that 
the contracts might be modified so 
that the coverage will coincide with 
the purposes for which automobile 
liability insurance was designed, and 
still fully satisfy the needs of the 
motoring public. 

The suggestion has been made by 
some supervising officials that com- 
panies eliminate the guest hazard 
from their contracts and the placing 
of some restrictions on the omnibus 
clause is frequently a subject of dis- 
cussion. 

ee @ 


N various states the thought is 

growing that the rates which may 
be charged for the protection af- 
forded, should be a matter of deter- 
mination and regulation, and not 
subject to change except by permis- 
sion of the regulatory body, and in 
at least one state, all companies must 
charge the same rate regardless of 
their plan of operation or experience. 
There is considerable reason to ques- 
tion the advisability of such a reg- 
ulation. All must concede that the 
regulatory bodies should properly be 
concerned with the solvency of the 
companies and their ability to meet 
their financial obligations, but it 
would seem that the lessened oppor- 
tunity to secure business as against 
competitors, would preclude the pos- 
sibility of a rate that is too high, and 
that the instincts of self-preservation 
and the need to collect sufficient 
funds with which to pay the losses 
and expenses that are involved in the 
furnishing of protection and the pro- 
duction of some profit to the com- 
panies out of the transaction, would 
preclude the rates from being too 
low. Uniform rate requirements are 
more apt to unduly handicap effi- 
ciently managed and operated com- 
panies or certain plans of operation, 
and increase the cost to the insured, 
than they are to save any money for 
the insured. 

Thirty years ago the automobile 
was a luxury owned only by the very 
wealthy and used only in the best of 
weather for pleasure trips. It was 
the subject of newspaper comment 
for an automobile to complete a trip 
of any length without tire trouble. 
Service stations were so few and far 
between that motorists stored their 
supplies of gasoline in their own 
garages, or where they used to keep 
the horse and buggy. Today the 
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automobile is a vital necessity in our 
economic and social life. Now, there 
are nearly twenty-five million auto- 
mobiles licensed in this country. 

In 1914, on a hundred mile trip, 
you would pass seventy cars on the 
average. Today you will pass eight 
hundred. This great increase in the 
number of automobiles, in propor- 
tion to the number of miles of high- 
ways, strikingly illustrates the in- 
crease in congestion upon the roads 
of the country. 

ee @ 


HE rapid increase in the num- 

ber of automobiles, the increase 
in the power, speed and average 
mileage of these cars, has had, and is 
continuing to have its effect upon 
the automobile accident situation, 
and naturally that has affected auto- 
mobile insurance generally. The 
rapid increase in the number of per- 
sons injured, has produced a situa- 
tion that we must consider wholly 
aside from our profession and from 
our interest in the insurance bus- 
iness, and primarily as citizens, and 
we must assume the responsibility of 
aiding in amy manner possible in 
bringing about greater safety upon 
our highways. 

In the few minutes consumed by 
this paper, there will be at least two 
persons killed in automobile accidents 
somewhere in this country and be- 
tween fifty and seventy-five will be 
injured. It is not my purpose or 
within the scope of my subject to 
suggest changes in the law or reg- 
ulations affecting the operation of 
automobiles. That subject can be 
handled better by our safety en- 
gineers and our traffic experts, but I 
do not feel that it is out of place for 
me to suggest that there is much 
room for some work along this line. 

Possibly we can appreciate better 
the relative danger of automobile 
travel, if we compare it with some 
other means of travel. The National 
Safety Council is authority for the 
statement that for the past five years 
the railroads show one fatality for 
every four hundred million passen- 
ger miles; the aeroplane one for 
every twenty-four million passenger 
miles, while the automobile has one 
for every eleven million passenger 
miles. 
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UR laws and regulations govern- 

ing the operation of auto- 
mobiles have not kept pace with the 
development of the automobile. I 
imagine we may safely say that the 
average speed of the automobiles on 
the highways is above forty-five 
miles per hour. Many states have 
laws limiting speed upon their high- 


ways to a much lesser figure. In my 
home state, those engaged in certain 
occupations are required to take ex- 
aminations and procure _ licenses. 
Even the part time insurance agent, 
who may sell only a few policies of 
insurance in the course of a year’s 
time, has to pass a fairly strict ex- 
amination before he may sell insur- 
ance, but our Legislature consist- 
ently refuses to require drivers of 
automobiles to possess any qualifica- 
tions, other than that they be more 
than fifteen years of age. Other 
states have the same viewpoint and 
do not require operators to be li- 
censed. Many laws requiring opera- 
tors to be licensed or pass examina- 
tions are not administered with the 
thought of promoting safety upon 
the highways. I stated to an official 
in one state that the Legislature of 
his state, with the intent of increas- 
ing safety upon the highways, had 
wisely decreed that none but those 
licensed by the state should operate 
automobiles upon the highways anc 
he told me that such was not the 
case; that the only purpose of the 
Driver’s License Law in that state 
was to gain revenue. 

Collectively as lawyers, we cannot 
escape all responsibility for insuft- 
cient regulation or inadequate ad- 
ministration of existing laws. As a 
class, and out of all proportion to our 
numbers, we are included amongst 
the membership of local, state or na- 
tional law making bodies and thus 
have an opportunity to bring about 
enactment of necessary legislation to 
a greater extent than any other 
class. 

Involved here also is the fact that 
this country recently abandoned its 
“noble experiment” and that the 
reflexes of a driver, who has had a 
few drinks, are not as quick as if the 
drink had remained on the bar. 


HERE are other factors besides 

the increased accident frequency, 
the development of the automobile 
and the lack of adequate regulations 
that present a very real problem to 
those having any responsibility in 
connection with the writing of auto- 
mobile liability insurance. Insurance 
companies and their agents, have 
been active in educating the public to 
the value and purposes of automo- 
bile liability insurance. That activity 
was, of course, fostered to produce an 
increased premium volume and was 
designed to make the motorist con- 
scious of a need for protection, but 
an unexpected by-product has been 
to accelerate the development of a 
claim consciousness on the part of 
the general public. 











I cannot let the insurance com- 
panies have sole credit, however, for 
the development of that claim con- 
sciousness. A goodly share of the 
responsibility for that development 
must rest within our own profession. 
It is my opinion, based upon dealings 
with many attorneys in many places, 
and upon the experience gained from 
the supervision of the handling and 
adjustment of a large number of lia- 
bility claims, that the majority of 
lawyers observe the proprieties and 
honestly try through adjustment and 
arbitration to agree upon a reason- 
able disposition of a claim for in- 
juries or damages resulting from 
automobile accidents ; that they have 
due regard for the law and the facts 
in each case and resort to litigation 
only when adjustment is clearly im- 
possible. But unfortunately in many 
communities, there are members of 
the profession who have become 
what we might flatteringly term 
“negligence experts.” They have 
become known as the attorneys to 
retain if one is involved in an auto- 
mobile accident and wants to make a 
claim. The solicitation of claims with 
the attendant evils that grow out of 
the contingent fee contracts that ex- 
ist in such cases, and the willingness 
to institute suits where there is ad- 
mittedly no liability, in the hope of 
obtaining a nuisance settlement, pre- 
sents a situation that is on increase 
practically throughout the nation. 

This situation has brought about a 
great increase in the number of 
claims by guests against the owner, 
or by relative against relative, or in 
which the insured, while technically 
co-operating with his insurer, is in 
fact desirous that the plaintiff re- 
cover and is willing to aid in bring- 
ing about that result, and the desire 
to try all cases on'the theory that it 
is the injured claimant arrayed 
against the rich insurance company, 
and that the claimant should be com- 
pensated for his injuries regardless 
of the negligence or liability of the 
defendant. These cases and this 
theory have placed a very great bur- 
den upon the insurance carriers, 
which, in the very nature of things, 
they have had to pass back to the 
motoring public by way of increased 
premiums for protection. 


HESE conditions cause the in- 

surance companies considerable 
concern, but we must remember that 
they are not without effective weap- 
ons. Naturally as costs have in- 
creased, the rates of our insurance 
have increased, because, after all, 
we must remember that insurance 
companies are primarily and funda- 
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mentally clearing houses or ex- 
changes to make possible and facil- 
itate the spreading of the risk or loss 
of one individual among the many, 
and that rates are not made by the 
companies. The insured make the 
rates and all that the companies do 
is to promulgate the results of the 
experience amongst the insured as a 
whole, and the only difference be- 
tween companies is whether they are 
operated to provide a profit for 
stockholders or for members, Com- 
panies may find it necessary to ex- 
clude or limit coverage granted un- 
der the policies for injuries to rel- 
atives, guests or occupants of the 
insured car, or they might, by their 
policy, provide that every policy- 
holder should participate in any pay- 
ment for injuries or damages. 

Another factor that has had a very 
considerable bearing upon the situa- 
tion, is the fact that the common law 
rules of negligence are no longer 
common, and are frequently not even 
the law. Granted that some of the 
fundamental rules we learned in law 
school were not adapted to present 
day conditions, and that changes 
were necessary, because with the 
automobile came changing conditions 
which necessitated legal reforms to 
complete the transition from the 
horse and buggy age to the horseless 
age, still one may justifiably wonder 
whether some of the fundamental 
rules needed quite so much adap- 
tion. A good many people lived 
rather successfully for a long period 
of time under those rules, and many 
lawyers in the insurance business 
cannot help but feel that some of 
these changes have been predicated 
upon the idea that where there is an 
injury there must be a recovery, 
rather than the idea that for every 
wrong there is a remedy. 


VERY important trend that has 

gained considerable momentum 
in the past few years has grown out 
of the feeling of' the public that the 
injured ought to be able to collect in 
all cases, and that there is too much 
delay and expense involved in those 
cases where now the injured recover 
damages. We must admit that the 
fact that all automobile operators are 
not financially responsible or insured 
has resulted in much injustice and 
that the volume of litigation that has 
grown out of automobile accidents 
justifies some impatience on the part 
of the public. Naturally, various 
plans have been presented to correct 
these evils and it may well be that 
the solution or remedy generally 
adopted will affect the legal profes- 





19 


sion to a relatively greater degree 
than any one else. 

The Massachusetts plan for com- 
pulsory automobile insurance is one. 
Car owners in that state are required 
by law to purchase automobile insur- 
ance. Compelled to purchase it, they 
consider the rates they are compelled 
to pay as a form of tax rather than 
as the purchase of a service of great 
value. Consequently, they bring 
pressure to bear upon politicians to 
reduce the rates for insurance with 
the result that this law and insurance 
rates are of major political interest 
in the state. Companies are unable 
to secure the rates that their ex- 
perience indicates is necessary, with 
the result that several companies 
have withdrawn from the state. The 
new Insurance Commissioner, Mr. 
DeCelles, has proposed a number of 
changes in the law which have the 
effect of reducing the coverage and 
may relieve the necessity for increas- 
ing the rates. Amongst these changes 
are the elimination of guest claims, 
the fixing of a flat loading in all ter- 
ritories for expenses, and a reduction 
in the limits of coverage. The 
changes that are proposed are of in- 
terest since they demonstrate some 
of the difficulties. 

All of the faults inherent in our 
present common law system of ad- 
justing and adjudicating claims for 
injuries or damages, are magnified 
under a compulsory insurance law. 
Every injured person knows that in- 
surance is involved and handles his 
claim accordingly. Every attorney 
knows that if he can get a judgment 
against a Massachusetts car owner, 
he will be able to recover from the 
insurance company. Whenever a 
property damage loss occurs, personal 
injuries are claimed in order to re- 
cover some amount in damages, prop- 
erty damage insurance being a_vol- 
untary form. The general opinion 
seems to be that compulsory insur- 
ance under the Massachusetts Plan is 
not the ideal solution for the problem. 

Financial Responsibility Laws are 
being tried in a large number of 
states. Even though generally sup- 
ported by the insurance industry, 
there is an increasing number of in- 
surance men who feel that this law 
does not tend to cure the situation. 
This law has, as its objective, the re- 
moval from the highways of the 
demonstratedly careless and_ irre- 
sponsible motorist, which is highly 
desirable, and it may well be con- 
sidered that these laws have been 
beneficial, but unfortunately the ex- 
tent of their enforcement has varied 
greatly. 


(Continued on Next Page) 
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(Continued from Previous Page) 
A’ automobile compensation plan 

has been suggested and offered 
in some Legislatures. It is, of 
course, modeled after the compensa- 
tion law and sets up a schedule of 
benefits for injuries to be paid re- 
gardless of liability or negligence, 
and while there may be serious ques- 
tion as to its constitutionality, and 
there can be no question but what in 
many cases it would work an injus- 
tice, still we must admit that it is 
an honest attempt to distribute the 
consequences of misfortune over the 
automobile owners as a whole by 
providing a definite scale of benefits, 
regardless of any question of neg- 
ligence. 

Commissioner Sullivan of New 
Hampshire was the author of a plan 
which was dropped when the Su- 
preme Court stated in an advisory 
opinion that they considered it un- 
constitutional. It possessed some of 
the features of all the other plans 
and appeared to be an intelligent ap- 
proach to both the problem of the 
uninsured and the irresponsible au- 
tomobile owner and to a more prac- 
ticable system of determining awards 
and settlements for injuries. 

I mention these various plans to 
call your attention to the fact that 
the subject is one that is receiving 
attention even though no satisfac- 
tory solution has been found. Many 
people, many organizations and 
many varied interests are concerned 
with the problem and certainly it is 
well that such is the case. Any con- 
dition that in a single year accounts 
for the loss of thirty-six thousand 
lives, almost a million injured and 
an economic and social loss that can- 
not be measured in dollars, certainly 
calls for an awakened public interest 
and presents a problem for which 
some cure must be found. 

Unfortunately the laws so far en- 
acted have contributed little to any 
improvement in the situation, and so 
far as insurance companies and 
claimants are concerned, possibly they 
have only served to aggravate the 
situation. They have tended to in- 
crease the cost of insurance, and done 
little to increase the certainty that 
the claimant will receive compensa- 
tion for injuries, although the num- 
ber of such claimants has increased, 
as well as the expense of disposing 
of such claims, not only to the com- 
panies, but to the public generally. 

eee 

FULLY appreciate that it is ques- 

tionable practice for one to crit- 
icise existing conditions without of- 
fering a solution, but the purpose of 
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this discussion has been to acquaint 
you with some of the problems in- 
volved, rather than to sponsor a par- 
ticular solution of any problem. 
Please understand that there are 
problems other than those I have 
mentioned, but these seem to be the 
most important and pressing, as well 
as those in which the relationship of 
the companies to the public is most 
apparent. These have not been called 
to your attention as a means of ex- 
plaining or justifying the necessity 
for periodical adjustment of rates. 
Companies resort to these increases 
because that is an available remedy 
and tends to maintain their position 
while other remedies are in the mak- 
ing. Rate increases are not consid- 
ered to be a desirable or effective 
remedy and companies realize that 
every increase in rates narrows the 
market for their product. They 
seek, rather, a solution to these va- 
rious problems, as a result of which 
rates can be lowered, or at least sta- 
bilized, and by reason of which there 
will be greater opportunity to serve 
a larger proportion of the insurable 


public, eee 
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type once fellintoa river. The buyer 
looks into bridge construction data 
and satisfies himself as to proper de- 
sign, and then by testing the steel 
and cement submitted for use on the 
actual job at hand makes his selec- 
tion of the company to do the work. 
Insurance carriers should be chosen 
much on the same basis. An assured 
wants certainty that losses will be 
promptly and fairly paid and there 
can be no better evidence that such 
service will be rendered than the rec- 
ords of any number of mutual insur- 
ance companies, they have stood up 
for long periods of years through 
every kind of storm and stress, in- 
cluding recurring depressions, and 
have met every obligation with satis- 
faction and dispatch. Under such 
an examination of company for com- 
pany in the stock or mutual field the 
business man can get a true picture 
of the quality of the service he is 
buying, and decide for himself which 
type of insurance company uses the 
most candor in selling its wares. 


S has been said previously in this 

Journal none of the purveyors 
of anti-mutual propaganda, either by 
word of mouth or on the printed 
page, can be induced to name any 
list of general writing advance pre- 
mium mutual fire or casualty com- 
panies now in active competition for 
business, as not being reliable, well 


managed, and with the financial set 
up and disposition to settle all just 
claims as soon as proved. If what 
Mr. Garnett says is true, a very long 
list should be available. Yet does 
the Casualty Insuror know of any- 
one, including Mr. Garnett, who 
would venture to publish actual 
names of such companies? Perhaps 
something will grow out of this in- 
cident to help clear the insurance air. 








Canadian incites! 
Meeting 


THE ASSOCIATION OF SUPERIN- 
TENDENTS OF THE PROVINCES OF CAN- 
ada will meet at Fort Garry Hotel, 
Winnipeg, Manitoba, September 3rd, 
4th, 5th and 6th, 1935. Advance an- 
nouncement has been made of the 
following program: 

Life Insurance (Mr. Garrett): Re- 
view of 1935 provincial legislation, 
particularly the uniform amendments 
to the Uniform Life Insurance Act 
adopted by, but not yet effective in, 
British Columbia, Manitoba, Ontario, 
New Brunswick and Prince Edward 
Island, 

Fire Insurance (Mr. Fisher): Con- 
sideration of report of Standing Com- 
mittee on Fire Insurance Legislation 
(Saskatchewan, New Brunswick and 
British Columbia) respecting proposed 
amendments to Uniform Fire Insur- 
ance Act. 

Automobile Insurance (Mr. Foster): 
Review of 1935 legislation embodying 
uniform amendments to the Uniform 
Automobile Insurance Act adopted by 
all provinces except Quebec, consid- 
eration of report of Select Committee 
on general revision (Alberta, Man- 
itoba, and Ontario). 

Definition and Interpretation of Un- 
derwriting Powers of Fire, Marine 
and Casualty Underwriters (Mr. 
Brace): Review of 1935 legislation; 
consideration of proposed agreement 
among underwriters submitted to 1934 
Conference. 

Credit and Free Insurance Evils 
(Mr. Dugal): Consideration of report 
of Special Committee (Quebec and 
Ontario) and, particularly, Quarterly 
Returns of Agents’ balances. 

In addition to the foregoing, the 
following report is in course of prep- 
aration: 

Accident and sickness Insurance 
(Mr. Heath): Legislation respecting 
this class of insurance has not been 
considered by the Conference for 
nearly ten years. The report will re- 
view problems which have arisen and 
make tentative suggestions for con- 
sideration by the Conference. 


It is hoped that the Hon. William 
A. Sullivan, Commissioner of Insur- 
ance for the State of Washington, 
and newly elected President of the 
National Convention of Insurance 
Commissioners, will accept an invita- 
tion which has been extended to him 
to represent the U. S. Insurance 
Commissioners at the meeting and to 
address the Conference. 
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Changing Insurance Sentiment In California 


te IME solves all mysteries” 
and on this basis there is 
ground for surmising that 


sometime the attitude of California 
in regard to mutual insurance on 
school property will be explained. In 
the face of mutuals covering every 
other kind of risk in the state, and 
steadily gaining in premium volume 
and in satisfaction to policyholders, 
the powers that be in California re- 
sist with an odd kind of stubborn- 
ness the entrance of the mutuals into 
the school field. 

One reason is that the insurance 
situation in the state notoriously rep- 
resents the last stand of the feudal 
lord system in America. Everywhere 
else, where the matter is of large im- 
portance, schools may freely take 
advantage of the benefits of mutual 
competition and as a result many 
thousands of educational institutions 
are saving a considerable percentage 
on their insurance each year. 

e@e @ 


UT not in California. The die- 
hard stock barons still issue 
their orders from their citadel in 


San Francisco and for each session 
of the legislature their war lord stalks 
from his home in the Santa Clara 
hills and cracks his whip over the 
state house at Sacramento, 

This has been an effective method 
until the year 1935, when somehow 
the legislative program of the stocks 
struck a snag in both the Senate and 
the Assembly of California. The 
mutual bill to correct the injustice of 
their debarment from school business, 
remained in the hands of the educa- 
tion committee where it belonged, in- 
stead of going to the insurance com- 
mittee where it had summarily been 
shelved, apparently by advance 
agreement, in other years. 

Once on the floor of the Senate the 
measure made steady progress. 
What it sought to bring about was 
so reasonable and fair that no argu- 
ment was made against it. A few 
senators kept silent during the roll 
call but the final vote was thirty-one 
aye and none against. Which shows 
that when mutual insurance once gets 
a hearing its favorable reception is 
assured. 

3efore the Assembly Committee 
the argument was a field day for mu- 
tual insurance. The stock proponents 
cited legal cases which were prompt- 
ly shown to have no bearing on the 
question at issue. A stock agent com- 
plained that he and his fellows would 
lose commissions on business which 
admittedly could not be held in the 


face of mutual competition, It was 
also contended that the subject was 
too deep for any committee to con- 
sider. The stock arguments at last 
were shown to be so absurd that they 
were laughed out of court and the 
committee voted unanimously “do 
pass” for the bill. 

The membership of the Assembly, 
being twice as large as the Senate, 
afforded more opportunity for log 
rolling and political manipulation. 
The session was prolonged a month 
after the pay of the legislators stop- 
ped. Stock agents from all sections 
of California rallied to the support 
of the stock lobby on the ground. 
Letters and telegrams flooded into 
Sacramento asking that the bill be 
voted down. One of the most power- 
ful lobbies in any state legislature in 
the United States needed help and 
was facing defeat. I*ven the veteran 
lobbyists for other interests rubbed 
their eyes to make sure that their 
sight did not deceive them. l*or years 
upon years such a thing had been un- 
thinkable. Could it be that the invin- 
cible was vulnerable after all? The 
answer is in the record so far as the 
legislature is concerned—forty-three 
aye and thirty-three no. The bill 
thus was passed by a heavy majority. 

eee 

HERE were several reasons for 

this victory. As before pointed 
out, mutual insurance, of late years, 
has become more widely known in 
California. In every section of the 
state, mutual economy and prompt 
payment of losses have caused it to 
be looked upon as the best form of 
protection by those who take time to 
study into insurance methods. Then, 
too, there is a growing recognition in 
the state that, as a matter of pure 
justice, any reliable out-of-the-state 
enterprise should be allowed to do 
business in California, especially 
since the great fruit co-operatives 
and other industries of the West 
Coast depend so largely for their 
market on the trade of the rest of 
the country. 

But perhaps the chief reason for 
the change of sentiment is the in- 
creasing independence of the state’s 
legislature. Some of the old time 
reactionaries are no longer in its 
membership and certainly some of 
the former leaders, both among the 
members and among the lobbyists, 
are no longer in the saddle. In some 
quarters it is freely asserted that the 
stock insurance lobby, as such, has 
come to its logical end. It is becom- 
ing less hazardous and more practic- 
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able for those interested in good 
legislation to rally around other 
groups in order to gather support for 
their measures. After all in this 
country the public will stand for the 
feudal lord idea for only so long. 
And it looks as though California is 
about to say “so long.” 
ee @ 

© dissenting votes in the Sen- 
N ate and a forty-three to thirty- 
three majority in the Assembly! 
Now, the Governor had thirty days 
to sign the bill since the final vote 
was within ten days of the end of the 
session. The citizens of California 
took up the burden of convincing the 
governor that his signature should 
be affixed. ‘The requests that this be 
done came from hundreds of leaders 
in the state. The list comprised a 
blue book of the best business brains 
of California, including both big and 
small merchants and manufacturers, 
owners of residences, farmers’ and 
fruit growers’ cooperatives — the 
most substantial people in the state. 

To many of these the Governor, or 
his office, replied that he would give 
the bill his most careful considera- 
tion. The measure was reliably re- 
ported to be on the favored list. A 
hearing was granted, giving only ten 
minutes to each side, at which a rep- 
resentative of the agents, the com- 
panies and inferentially certain finan- 
cial interests, made a few very 
sketchy objections, not at all dif- 
ficult for the mutual proponents to 
refute. As late as three hours be- 
fore the dead line on July 20th the 
Governor said, in replying to a ques- 
tion, that he once had been an insur- 
ance commissioner and was well 
acquainted with mutual insurance. 
Then at midnight he gave the bill a 
pocket veto, presumably on_ the 
ground that it was unconstitutional. 

Why, then did the Governor, after 
the issues had been well argued out 
in two committees and on the floor 
of two legislative bodies—why, after 
the constitutionality question had 
been thoroughly presented with win- 
ning effect everywhere it ever arose 
in a high court—why after the Supe- 
rior Court of California had ruled for 
the mutuals—why was it thought 
necessary to take executive action on 
a judicial matter and not allow the 
Supreme Court of the state to de- 
termine whether the bill was con- 
stitutional ? 

These questions are pertinent be- 
cause the people of a state are 
interested in any radical departure 
from the normal in executive dis- 
approval of bills. It is naturai for 


citizens to suppose that the voice of 
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the legislature will reach the ear of 
the governor, and that a measure 
which wins the confidence of both 
houses by substantial ‘‘aye” votes will 
not be vetoed unless some drastic 
errors are uncovered. No such 
charges could be — substantiated 
against the mutual bill and the matter 
of unconstitutionality is due to be 
decided in the next session of the 
Supreme ro 


_ 

M‘: \NWHIL i the pocket veto 
leaves the school insurance of 
California in the hands of a stock 
pen monopoly for two years more 
and will deprive school boards of the 
opportunity to save in the neighbor- 
hood of two million dollars in that 
length of time. The situation is 
stranger still when it is realized that 
the thirty-three mutual companies 
licensed to do business in California 
(under stringent rules as to financial 
strength) have an average age of 
53.3 years, are all limited assessment 
companies, have never levied an 
assessment and have never been in 
any kind of financial difficulty. They 
are among the top-notch mutuals of 

the entire United States. 

If these mutuals with their ex- 
cellent record cannot take school 
business in California, perhaps some 
attention should be called to the 
stock company record during the de- 
pression years. If the state legisla- 
ture cannot have its will in defeating 
the feudal stock system, perhaps it 
will be necessary for the mutuals to 
start a campaign of education which 
will focus the attention of the people 
in general on the injustice that hides 
behind misleading ype that 
still continues to be far reaching. 

As to the Governor, with well over 
a thousand bills to digest and decide 
upon, perhaps it is not strange that 
he should be misled as to a few. But 
we shall be interested to know his 
attitude when the mutuals are given 
a green light on the right to insure 
school property in California, as they 
have been in other states. Also we 
wonder what possible further argu- 
ment will the stock companies then 
— As we have before intimated 
~- California is a strange state. 


Gh Bad ice teenies 


AT A HEARING BY THE SENATE 
COMMITTEE NAMED TO INVESTIGATE 
the operation of the State Workmen’s 
Compensation Fund it was declared 
that some industries in Ohio cost the 
Fund five times as much as they pay 
into the Fund in premiums. Records 
were introduced showing that one 
steel casting company had paid $20, 
785 into the Fund in 20 years and in 
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that time had losses through indus- 
trial injuries amounting to $101,172. 
One of the investigators said that the 
charging of inadequate premiums in 
certain classes over 10 year periods 
had reduced the surplus far below the 
safety point. The present surplus is 
only $635,000. 


Good Editorial on Mutuals 


A RECENT EDITORIAL FROM THE 
NEW YORK JOURNAL OF COMMERCE 
entitled *‘Mutual Insurance’’ is 
printed below and is recommended as 
good reading for all insurance buyers. 

“A vast amount of energy has been 
exended in attacking and defending 
mutual insurance. Much of it has been 
wasted. General statements have been 
made which were strictly applicable 
only to certain classes of mutual com- 
panies, and where the protogonist has 
sought to be perfectly fair he has been 
obliged to attach so many exceptions 
to his generalizations that the argu- 
ments have lost much of their force. 

“Mutual insurance companies are of 
many kinds. They are organized un- 
der various laws which differ greatly 
in their terms. ‘The individual com- 
panies differ so widely from each 
other in age, size, business policy, 
character of management and method 
of operation that it is almost impos- 
sible to criticize them as a class with- 
out doing great injustice to some, and 
it is equally impossible to defend them 
alk” 

“They vary in type all the way from 
those very simple organizations which 
assess their members from time to 
time for amounts sufficient in the ag- 
gregate to pay losses which have al- 
ready occurred, to the old “perpet- 
uals,” which require their members to 
make deposits of cash, the interest on 
which will presumably be sufficient to 
pay the premiums on their risks for all 
time to come. Some have unlimited 
power to assess members. Others 
have guarantee funds, accepted by the 
laws of various States as equivalent 
to capital with no power to assess 
ained, Some deal directly with 
the assured, while others have local 
agents, as most stock companies have. 
Some have almost no resources aside 
from the ability of their members to 
meet assessments. Others have cash 
assets far in excess of their liabilities. 

“The strength or weakness of an in- 
surance company, be it mutual or 
stock, depends chiefly upon the char- 
acter of its management. Hundreds 
of mutuals have failed, many of them 
because they made “cheapness’ their 
chief aim. At the same time, others 
have grown stronger decade by de- 
cade because they sought security first, 
and low cost only incidentally. Hun- 
dreds of stock companies have failed, 
while others, which started with no 
better prospects, have grown great un- 
der conservative, able management. 

“The man who buys insurance pays 
to be protected against loss. The cer- 
tainty of that protection depends upon 
the character of the individual com- 
pany in which he insures, and not upon 
whether it is incorporated under mu- 
tual or stock company laws. There 
are very strong companies organized 


under each system, and also some 
whose permanence is dubious. The 
responsibility of selecting a strong 
company of either class rests upon the 
buyer of insurance himself. While he 
may not know much about insurance 
companies, information upon which to 
base a judgment is readily available, 
and he can secure competent advice 
from somebody who does know.” 


William Cotton New 
Canadian Superintendent 


WILLIAM E, COTTON HAS BEEN AP- 
POINTED SUPERINTENDENT OF INSUR- 
ance of the province of Prince Ed- 
wards Island, succeeding H. R. 
Stewart. Mr. Stewart’s resignation 
was effective July 20 and was ten- 
dered because he has been appointed 
to the post of Assistant Deputy Sec- 
retary to his Excellency the Gover- 
nor-General at Ottawa. 

eee 


Bid For Stock Of National 


Surety 

LEWIS H. PINK, SUPERINTENDENT 
OF INSURANCE OF NEW YORK, HAS 
announced that three proposals have 
been filed with him for the purchase 
of the entire capital stock of the Na- 
tional Surety Corporation. The Na- 
tional Surety Corporation was organ- 
ized in April, 1933 in connection with 
the plan of rehabilitation of the Old 
National Surety Company. The stock 
is held by the Superintendent as an 
asset for the benefit of claimants 
against the old company. The offers 
are being studied by the Insurance 
Department for the purpose of deter- 
mining whether Superintendent Pink 
should recommend to the court the 
acceptance of any of the bids. Each 
of the offers is in excess of $7,000,- 
000, thereby amounting to at least 
$1,000,000 more than an offer of $6, 
000, 000 which was made last year. 
After a court hearing the $6,000,000 
offer was rejected as inadequate. 


eee 
Oregon Ruling 


DEPARTMENT RULING NO. 29 OF THE 
INSURANCE DEPARTMENT OF THE 
State of Oregon reads: 

“To All Life Insurance Companies: 

“It is hereby ruled that all life in- 
surance companies doing business in 
this state, when retaining policies in 
connection with the making of loans, 
shall furnish the assured a_ copy 
thereof or a receipt which contains all 
pertinent coverages, provisions and 
conditions of the policy. 

“It is decidedly unfair to the policy- 
holder and the beneficiary to be de- 
prived of a copy of the contract which 
many times results in a loss to them. 

“Compliance with this ruling will 
save the companies much embarrass- 
ment in the transaction of their bus- 
iness.” 
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The Aftermath of Any Blaze Is a Bleak Reminder That Fires Are Better Prevented Than Quenched 


WHY NOT A FEDERAL INSURANCE RESERVE SYSTEM? 


By OWEN B. HUNT 


URING the past five years we 

have witnessed an upheaval of 

our economic system ‘that de- 
molished many of the weaker finan- 
cial institutions and threatened to 
destroy even the strongest. 

Soth great parts of our financial 
structure—banking and insurance— 
were faced with the greatest crisis 
in financial history. Of the two, the 
banks suffered the most, mainly be- 
cause the larger portion of their de- 
posits were subject to immediate 
cash withdrawal, so that the persis- 
tent clamor of their depositors al- 
most resulted in a total collapse of 
the entire banking system. Only the 
most unusual and strenuous action 
on the part of the Federal Govern- 
ment prevented complete disaster. 

If the worst had happened to the 
banks, the other half of our financial 
structure, insurance, would not have 
heen able to stand alone. All of our 
financial institutions are dependent 
upon each other. 

Insurance to a great extent came 
through what I trust is the worst 
of this depression, sound, but not 
altogether unscathed. We of the 
insurance profession, while congrat- 
ulating ourselves on our good for- 
tune must not forget that there was 
a time when insurance companies 
failed to meet the full letter of their 
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contracts, and either refused or 
limited withdrawals. Also in calcu- 
lating financial statements it became 
most convenient to disregard exist- 
ing market prices of their invest- 
ments. 

It is only human to feel an un- 
warranted sense of security when by 
mere chance we enjoy a miraculous 
escape. Fate may not always be so 
kind. We must not be satisfied to 
be none the worse for our experi- 
ence. We should profit by the ex- 
perience and be the better for it. 

By 1932 the financial crisis threat- 
ened to engulf not only the weak but 
the strong—not only the banks but 
the insurance companies as well. It 
is to render impossible such disaster 
as almost occurred then that I sug- 
gest the establishment of a Federal 
Insurance Reserve System. 


HIEN we examine the immedi- 

ate causes of the banking col- 
lapse, we see that the same causes 
might prove equally disastrous to the 
insurance system. Let us study the 
manner in which such complete col- 
lapse of the banking system was 
averted and rendered impossible for 


the future. I believe that similar pro- 
visions for safeguarding our insur- 
ance structure should be immediately 
adopted in anticipation of the con- 
tingencies of the future. 

The Federal Insurance Reserve 
System which I propose would par- 
allel the existing Federal Reserve 
Banking System and would enable 
insurance companies, particularly life 
insurance companies, to enjoy similar 
security and equal advantages to 
those now enjoyed by the member 
Federal Reserve Banks. 


In our survey of the causes of the 
depression, let us limit ourselves to 
the surface or apparent causes which 
directly affected the financial struc- 
ture. 

We recall that by 1932, or even 
earlier, the general public had de- 
cided to withdraw their money from 
the banks, and, in many instances, 
from the insurance companies and 
other forms of saving and invest- 
ment. There were two immediate 
causes for this demand for cash. 
irst was fear, and second was ac- 
tual need. As to the first—people’s 


fear and loss of confidence was di- 
rected against the particular institu- 
tion entrusted with their money. It 
is not necessary to inquire whether 
or not this fear was warranted, or 
groundless ; it 


yas nevertheless real. 
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Almost over night, it grew into panic 
proportions. Before it could be 
stopped it swelled from mere mis- 
trust of a few isolated institutions 
into a general suspicion of our en- 
tire financial structure. 

The second cause for withdrawal 
was honest need for cash, to provide 
for actual wants. This demand for 
cash always grows with bad times. It 
is not due to any lack of confidence, 
but results from unprofitable bus- 
iness, and unemployment. The main 
purpose of all saving and invest- 
ment is to provide for the proverbial 
rainy day. An economic system that 
fails to safeguard savings and pre- 
serve them intact for time of need 
is no system at all. 

Withdrawal of cash in times of 


need should never be limited nor 
denied, but should be encouraged. 


Available funds at that time serve a 
double purpose; they not only aid 
the individual, but provide a reser- 
voir of purchasing power that con- 
tinues the demand for commodities 
and tends to revive our economic 
system. It is therefore proper and 
economically sound that demands for 
cash by depositors and policyholders 
should be readily met—especially in 
times of depression. I need not add 
that withdrawal is a right, not a 
privilege; that any restriction, limi- 
tation or attempt to deprive or dis- 
courage an individual from getting 
his money at such a time is unsound 
morally, legally and economically. 
Our financial institutions—includ- 
ing not only the banks, but our in- 
surance companies as well, must be 
constructed into a system capable of 
meeting such demands at all times. 


HE problem of meeting these 

cash demands is not easily 
solved, for at the very time the pub- 
lic are clamoring for their money, 
financial institutions find themselves 
in the same predicament. At that 
time deposits in the banks grow less. 
With the insurance companies, pay- 
ment of premiums and sale of new 
policies fall to a minimum. 

To obtain the necessary cash to 
meet these demands requires either 
borrowing or the sale of securities. 
However, at such times, interest 
rates are naturally exorbitant, there 
is virtually no demand for securities 
and market prices are low. The or- 
dinary solution is to sell at sacrifice 
prices the choicest investments in 
their portfolios. The net result of 
such action, to a financial institution, 
is to weaken or totally destroy its 
financial soundness. The individual 
who succeeds in withdrawing his 
money is fortunate. The loyal de- 
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positor or policyholder is penalized 
and eventually loses. 

From the point of view of eco- 
nomics, even should a bank or insur- 
ance company succeed in raising 
cash by sale of its securities, such a 
transaction does not add to our pur- 
chasing power. It merely transfers it 
from one person to another. It may 
solve the individual problem of the 
individual or company, but does not 
alter the economic distress of the 
community. 

The problem is two fold. First, 
how can we overcome the fear and 
lack of confidence which causes un- 
necessary withdrawals of cash? Sec- 
cndly, how can necessary cash with- 
drawals be met, especially when they 
occur on a large scale and extend 
over a continuous period of time? 
Flow can they be met without un- 
dermining the financial structure of 
the individual insurance company ? 


HE first problem—restoring con- 

fidence and preventing ground- 
less fear—has been accomplished for 
one part of our financial structure, 
namely, the banks, by government 
guarantee of bank deposits. By sub- 
stituting confidence in our national 
government for lack of confidence 
in a particular institution this prob- 
lem has been solved for the banks. 
Is there any sound reason why a 
citizen’s bank account should be 
guaranteed by the Federal govern- 
ment that would not equally apply 
to protect his life insurance against 
the hazards that endanger an in- 
dividual insurance company ? 

The financial support of our Fed- 
era! Government, as a guarantee, un- 
questionably placates the fears of 
timid depositors; if extended to in- 
surance it would have the same 
effect upon policyholders. Yet it 
would not satisfy the wants of those 
who actually require their money. 
Hence we are brought to the second 
and most important phase of our 
problem: how can we make the res- 
ervoir of savings in banks and insur- 
ance companies readily available to 
the individual in times of need? 

This problem has, to some extent 
been solved for the banking portion 
of our financial structure, through 
the Federal Reserve Banking sys- 
tem. When the Federal Reserve 
Banking system was established, it 
was thought by some that we had 
solved our banking troubles entirely 
by merely bringing the banks to- 
gether under a single system. Time 
exposed two defects. First, they 
were not sufficiently united and sec- 
ondly, their powers were not suffi- 








ciently extensive. Recent legislation 
has now remedied some of these de- 
fects. I refer particularly to the 
Glass-Steagall Act passed in 1932 
and the Emergency Banking Act and 
later acts passed during the present 
administration. 
e®ee 


ITHOUT discussing the va- 

rious provisions of the Federal 
Reserve act as it now stands, let me 
point out the advantageous position 
now enjoyed by the banks under its 
provisions. A member bank is no 
longer an individual institution but 
enjoys the strength and security of 
the combined system. It is no longer 
necessary for a member bank, when 
confronted by demands for cash, to 
borrow upon the open market. In 
effect it can borrow from itself—that 
is to say it borrows from the Federal 
Reserve Bank, rediscounting its 
securities at a rate of interest con- 
siderably below the ordinary rate of 
interest. Usually this is from one to 
two per cent. Even a proportionate 
part of this interest is returned, for 
the profits derived by the Federal 
Reserve System are distributed to 
the member banks in the form of 6% 
cumulative dividends on the stock 
owned by them in the Federal Re- 
serve Bank. Hence the member bank 
is not required either to sell or bor- 
row upon its securities in the open 
market. Nor does the Federal Re- 
serve Bank from which the member 
bank borrows have to borrow the 
money on the open market; instead 
the Federal Reserve Banks have 
been given liberal powers of cur- 
rency. They actually issue money— 
paper currency—which is guaran- 
teed by the United States Govern- 
ment and is by law legal tender for 
all purposes. Merely by lodging 
securities as collateral, currency can 
be issued by these banks up to one 
hundred per cent of the sound value 
of such securities. Now by issuing 
currency these banks enjoy the priv- 
‘lege of borrowing without interest 
—ior currency is in effect non-in- 
terest bearing notes. 

There is a serious contention, it is 
true, that the Federal Reserve Sys- 
tem, since its stock is privately 
owned, should not be permitted to 
exercise the privilege of issuing cur- 
rency, that the privilege should be 
terminated or that the stock of the 
Federal Reserve Banks should be 
acquired by the government. I am 


not entering into that controversy. I 
cdo contend, however, that whatever 
advantages and privileges are ex- 
tended to one side of our financial 
structure—the banks—should be ex- 
tended to an equally important part 











of our financial structure—the insur- 
ance companies ; that the same secur- 
ities and privileges that have been 
found to be so helpful and success- 
ful in stabilizing our banks should be 
extended to insurance through the 
establishment of a Federal Insurance 
Reserve System—either as a sep- 
arate institution or as a part of a 
greater Federal Reserve system. 

This is not the time to describe in 
detail such a Federal Insurance Re- 
serve System. At this time I am 
stating the idea merely as a sugges- 
tion—not as a fixed plan. While I 
have given considerable thought to 
the mechanics and legal form such 
a system should ultimately take, I 
feel that no plan should be thrust 
either upon the public or the com- 
panies in an unchangeable form. The 
final form should be arrived at 
through the deliberations of a rep- 
resentative group of all affected, in- 
cluding representatives of State and 
Federal governments and of the In- 
surance companies, 

There are certain features which 
such a Federal Insurance Reserve 
system should embody. First, it 
should be national in scope and or- 
ganized under Federal laws. Insur- 
ance is national. Although insurance 
companies operate under various 
state charters their business is 
usually extended into many states, 
and even when a company limits its 
risks to a single state its investments 
are nation-wide. The portfolio of any 
large insurance company will dis- 
close securities covering every indus- 
try and utility, and often bonds of 
political subdivisions scattered over 
every state. Putting it in another 
way, our industries, utilities and 
even governments are largely fi- 
nanced by insurance money so that 
from an economic viewpoint insur- 
ance companies are national organ- 
izations. 

e® @ @ 


ECONDLY—subdivisions of such 
a Federal Insurance Reserve 
should follow state lines wherever 
possible so as to permit close co-op- 
eration with existing State Insurance 
Departments. I might even suggest 
that the Insurance Commissioner of 
each state automatically be an official 
of such a Federal Reserve subdiv- 
ision. 
Third—membership in such a re- 
serve should be voluntary. Thus no 


company could complain they were 
being forced into such a system. This 
would eliminate any constitutional 
objection and permit the companies 
to continue operation under existing 
charters—even separately if they so 
desired. 
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Fourth—membership should be 
unlimited in number, but strictly 
limited so far as financial require- 
ments are concerned—not as to size 
in. this respect, but as to soundness. 


Fifth—all the same privileges and 


advantages that are extended to 
member banks under the present 
Federal Reserve System should, 


where applicable, be extended to 
member companies in a Federal In- 
surance Reserve System. 

Sixth—provisions should be made 
to enable membership of both stock 
and mutual companies in the system, 
and to allow, not only for life insur- 
ance companies, but for organiza- 
tions issuing the other types of in- 
surance as well—particularly work- 
men’s compensation and other forms 
of social insurance which may be 
created through progressive Federal 
and State legislation. 

Seventh—the precise form of such 
a system is not as important as the 
aims to be accomplished. Hence it 
may be an entirely separate system; 
a subdivision of the existing Federal 
Reserve system, or perhaps a part of 
a greater Federal Reserve System 
covering all financial institutions. 


HE possible advantages and dis- 

advantages of such a system I 
have discussed with lawyers, finan- 
ciers and economists of my ac- 
quaintance. They assure me it can 
be brought about constitutionally by 
simple enactment of Congress; that 
its effect upon the financial structure 
would be in no way disturbing to ex- 
isting financial institutions, but ac- 
tually stabilizing, and that it would 
be economically sound and in keep- 
ing with progressive trends. 

The obvious advantages to the in- 
surance companies are: 

That by uniting their strength in 
a Federal system they will gain 
greater stability as a whole. It would 
remove the necessity of borrowing at 
high interest rates and give the ad- 
vantage of the low re-discount rate 
now enjoyed by Federal Reserve 
member banks. It would eliminate 
the sacrifice of assets on a depressed 
market, which practice only further 
depresses the market and accelerates 
the vicious downward cycle of a de- 
pression. By removing the insurance 
companies as their own competitors 
for the sale of their securities it 
would automatically strengthen the 
market and the value of their assets. 

It would permit the companies to 
actually purchase investments in 
times of distress and support values. 
Whole issues of securities could be 
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owned and hence controlled within 
the compass of such a Federal In- 
surance Reserve System, thus en- 
abling unity of action in event of de- 
fault so as to minimize loss. 

The Insurance Companies would 
cease to be speculators constantly 
watching the rise and fall of their 
holdings on the open market, and 
would become purely investment in- 
stitutions interested only in the re- 
turn from their holdings. They 
would be content to hold securities 
until maturity. They could provide 
for Federal guarantee of insurance 
policies similar to the guarantee of 
bank deposits. They could fit them- 
selves into new forms of social in- 
surance. The demand for insurance 
would automatically increase because 
of its increased desirability. 

It is not necessary to point out 
separately the advantages to the 
public. Every advantage to the in- 
surance companies is necessarily an 
advantage to the public. The entire 
security market would become more 
stable. Future financial security 
could be planned with greater cer- 
tainty. Depressed times would find 
insurance intact and available for 
use. Altogether economic progress 
could continue on a more even keel. 

By asking for such a system we 
would be demanding nothing new, 
nor any radical departure from ex- 
isting laws. We would be asking 
only that the same protection of the 
laws and the same advantages now 
enjoyed by the banks be accorded 
equally to the other half of our 
financial structure—insurance. 








Williams Wins Nomination 
In Mississippi 


JOHN SHARP WILLIAM WON THE 
DEMOCRATIC NOMINATION FOR INSUR- 
ance Commissioner of Mississippi 
last week by a majority of more than 
2 to 1 over Shelby Pickett. In Miss- 
issippi nomination on the democratic 
ticket is tantamount to election. 

Mr. Williams is 43 years of age 
and is president of the Yazoo City 
School Board in his home city. He 
is a former president of the Mississ- 
ippi Association of Insurance Agents 
with a record of 23 years’ insurance 
experience. He has been National 
Councillor for Mississippi since that 
office was originated in the Mississ- 
ippi Association and was reelected at 
the recent Agents’ Convention in 
Gulfport. For two terms he was 
chairman of the State Insurance 
Commission. 
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Old Age Provision 


(Continued from Page 16) 


insurance in most workmen’s com- 
pensation administration. 

Contributions. The sources of 
income of the federal annuity fund 
will be three: employers, employees 
and (ultimately and probably) the 
federal Treasury. [Employers and 
employees beginning January first 
1937 will be taxed equal percentages 
of payroll or wages. This percentage 
begins comparatively lightly at one 
per cent for each and steps up a half 
per cent a time in 3-year intervals 
until 1949 when the maximum of 3 
per cent from each will be reached. 
The employer’s contribution is called 
an excise “for the privilege of hav- 
ing individuals in his employ.” The 
employee’s is called an income tax. 
Both are really insurance premiums. 
soth are collected from the em- 
ployer who is permitted to deduct 
the employee’s half from his pay en- 
velop. Wages and payrolls are 
specially defined for the purpose of 
tax computation. The principal dis- 
tinction between wages as paid and 
wages-for-tax-purposes takes care of 
high-income workers. For this pur- 
pose only the first $3000 of annual 
wage or salary is counted in the tax 
base. Since benefits are broadly re- 
lated to wages this amounts to insur- 
ing all workers up to $3000 annual 
income, 

Contrary to general belief it is 
planned that there need be no fed- 
eral appropriations from general 
taxation to help support the fund. 
The Secretary of the Treasury it is 
true is authorized to appropriate, 
beginning in 1937, to a special old age 
reserve account an annual ‘amount 
sufficient . . . to provide for the pay- 
ments required ... to be determined 
on a reserve basis in accordance with 
accepted actuarial principles.” But 
at least for the first 30 or 40 years of 
the plan (depending on your assump- 
tions) the plan is arranged to de- 
velop an excess of payroll-wage-tax 
income over pension expenditure, so 
that there will need to be no appro- 
priation from other sources. This is 
due to the fact that, like a private in- 
surance company, the Treasury is 
taking premiums today and assuming 
deferred liabilities for the more or 
less distant future. There are re- 
sponsible experts who believe that 
even in 1965 or 1975 there will be, 
legally at least, still no financial ob- 
ligation on the government. The 
point is an academic one, to say the 
least, to raise about a pension plan 
of which over half the gainfully em- 
ployed of the country are patrons and 
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ultimate beneficiaries. The federal 
government stands morally and poli- 
tically and humanly behind these pen- 
sion contracts. back of all the cal- 
culations of the actuaries and far be- 
yond the letter of the law is this im- 
plied guarantee. If there is a mistake 
in the calculations or a flaw in the 
law, the government stands to make 
good deficit and defect. 


e@e:8¢e 
T is in the very nature of the mat- 
ter that the contribution and 


benefit schedules of the annuity sys- 
tem are built on a welter of assump- 
tions. The estimates of the actuaries 
are expert estimates, they appear to 
be reasonable, but they are estimates. 
‘These estimates assume a gradual 
rise of our population to 150 millions 
some time around 1975 and include 
related assumptions on age distribu- 
tion and mortality. It is assumed 
that, in the beginning, one-third of 
the eligible population aged 65 will 
qualify for annuities and that this 
percentage will rise to a high of 60 
per cent. Salaries and wages are 
assumed to remain constant, immigra- 
tion is assumed to remain at 100,000 
a year and it is further assumed that 
the annuity fund will continue to be 
able to earn 3 per cent interest. Small 
wonder that responsible statements 
about the ultimate size of the fund 
and in turn the possibility of deficit 
are completely tentative. ven if 
contribution and benefit rates are left 
absolutely alone experience will 
surely prove some or all of these as- 
sumptions incorrect. If actual ex- 
perience is poorer than expected fed- 
eral money must take up the deficit. 

The broadest assumption of all, 
unstated and incalculable, is that it 
will be possible and feasible to build 
and conserve an adequate reserve 
fund entirely out of tax contributions. 
This assumption is so pervasive and 
so vital that it lies at the root of the 
universal pension idea itself. With 
or without federal support it may in 
fact not be possible to use “‘accepted 
actuarial principles” or even semi- 
actuarial principles in a scheme ex- 
tended on so broad a front. We shall 
discuss this assumption in detail when 
we consider later fundamental crit- 
icisms of the universal pension idea. 

Benefits. Contractual old age 
pensions will begin at age 65 and 
will be paid starting in January 1942. 
Broadly speaking they are related to 
the wages they partly replace. The 
percentage of life-time wages re- 
ceived as a monthly pension however 
is not a flat one. The plan is 


weighted heavily in favor of those 
now in middle life and those receiv- 
lor example a 


ing lower incomes. 





man who has worked 10 years (55 to 
65) for annual pay of $600 receives a 
life annuity of $17.50 a month. A 
man who has worked 30 years at the 
same annual pay receives $27.50. The 
30-year man, in the  building-up 
stages of the plan, pays more than 
twice as much tax as the 10-year 
man, yet he receives only about one 
and a half times as much pension. 
(Once the scheme is running at the 
level tax of 3 per cent most workers 
will be on the long-service basis, so 
that this discrepancy will eliminate 
itself.) The 10-year man receives 
an annual pension of .035 per cent 
of his life-time earnings, the 30-year 
man only .0O18 per cent. At the same 
time the man who has earned $3000 
a year for 10 years receives $37.50, 
which is a .O15 per cent return com- 
pared with the .035 per cent of the 
low income man who worked the 
same period. And a $3000 a year 
man working 30 years will actually 
get a return of less than one per 
cent. Unlike the weighting in favor 
of short-time (older) workers this 
weighting in favor of low-pay work- 
ers is permanent. Minimum monthly 
benefits are set at $10, maximum at 
$85; these further skew the scheme 
in the same direction. ITinally work- 
ers reaching 65 and not eligible for 
pensions because they fall short of a 
total of $2000 income will receive a 
lump benefit equal to 3% per cent 
of total wages. Since in the early 
years of the plan less than 3% per 
cent of their wages will have been 
paid in taxes on their account this 
will be for a time another source 
of off-balance resulting from favored 
treatment of low-paid workers. 
Illustrative annuities are shown: 


Average Years of employment 


monthly pay 10 20 30 0 
$ 50 $17.50 $22.50 $27.50 $32.50 
100 22.50 32.50 42.50 51.25 
150 27.50 42.50 53.75 61.25 
200 32.50 51.25 61.25 71.25 
250 37.50 56.25 68.75 81.25 


The contribution or tax schedules 
of the annuity plan are thus a form 
of indirect taxation on younger and 
higher-paid workers. It is not pos- 
sible practically (politically) to put 
into operation a strictly earned an- 
nuity plan which would pay exactly 
in proportion to contributions. Older 
workers simply would not under- 
stand the 48 cents a month that 
would be produced by the accumula- 
tions of 5 years on a $100 monthly 
wage. The weighting is justifiable 
also on a much broader ground. Per- 
sons now in middle age are precisely 
those persons who in a few years will 
be the claimants for old age relief. 
Old age relief comes from taxes and 
this contribution schedule is a con- 














veriient way to raise part of the 
taxes. It is true that the federal 
government by special contributions 
to the annuity fund could make pen- 
sions for this group self-supporting, 
but the procedure has no real advan- 
tage. Indeed it involves an increase 
in the fund and we shall see pres- 
ently that size in this instance is of 
the essence. The federal Treasury 
would simply have to turn around 
and seek other taxes for old age 
assistance, and largely from the per- 
sons indirectly taxed through their 
annuity contributions. The same 
general reasoning explains also the 
favored treatment to the worker of 
low income. 

Persons dying after 65 will have a 
lump sum equal to 3!4 per cent of 
total wages returned to their estates, 
persons dying before that age the 
same amount less benefits actually 
received. 

ee @ 
Basic Questions About a Universal 
Annuity System 

HIS is a project with a noble 

objective. For 25,000,000 Amer- 
icans it hopes to outlaw poverty. 
Most of these have demonstrated 
they can’t outlaw poverty by their 
own efforts. Many surely have now 
the resources out of which to save 
for old age, but they haven’t the wish 
or the will power, and, even those 
who wish and will, no longer feel 
they can count on security ‘through 
individual saving. Government pre- 
sumably can care for their savings 
better on the average than they can. 
(For the moment we postpone the 
question of the counter-effect on 
security of government investment 
on the scale required by the annuity 
plan. It is important.) It is gen- 
erally agreed that over a period of 
time this country can support an in- 
crease in national saving. 

Then who objects? Those who be- 
lieve compulsion is not American and 
prefer to wait for voluntary action 


to meet the old age dependency 
problem. (But America can no 


longer wait. It has. waited overlong 
and the failure of individuals to care 
for themselves is the stock-in-trade 
of every life insurance agent.) Some 
in the insurance business itself al- 
though I don’t see why. (Nor does 
President Parkinson of the Equitable 
and other far-sighted insurance exec- 
utives. Even if private group annuity 
plans are prohibited—in the long run 
they can’t be—the net result for 
\merican insurance companies will 
inevitably be an increase in business. ) 
Those who object that the principle 
of government-in-business — is 
tended once again. Those who believe 
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Townsend and Huey Long. Those 
who must help pay the bill but sig- 
nificantly not the workers who gen- 
erally oppose contribution to social 
insurance. Those who honestly or 
dishonestly answer all projects for 
social change by reference to the 
Constitution. They have had a 
draft of strong hope in the recent 
decision of the Railway Pension case. 
If pooling is illegal the compulsory 
annuity plan is illegal. The setback, 
if it turns out to be one, will not be 
permanent. It will take time to secure 
legal approval of this or some pen- 
sion plan but if there are no other 
bars than constitutional these in time 
will be removed also. 

The strongest criticism, (so strong 
as to recommend no action at all 
rather than this) comes from quite 
another quarter. Irom those who 
are satisfied that voluntary action will 
not do and are not afraid of the effect 
of compulsion on character and pri- 
vate industry. These critics present 
questions to which there are no easy 
answers. Their question essentially 
bears on the suitability of the full 
reserve method for this new task. 
IXven on the notably smaller scale of 
private insurance there has been of 
late considerable discussion of the 
limits of the principle. In this in- 
stance the question is usually phrased 
to ask whether there will be a suffi- 
cient supply of high-grade invest- 
ments if private savings and insur- 
ance continue indefinitely to expand 
at their recent rates. A more basic 
version of this question is: To what 
extent can we expect to carry over 
withheld purchasing power from one 
generation to the next? The 2 ver- 
sions are really the same question. 
ven without the stimulus of this 
new form of saving the heart of the 
investment problem is the difficulty 
of maintaining credit over a period 
of time and under the pressure of an 
ever-expanding load of debt. The 
shifting incalculable forces that in 
fluence price levels, government and 
private fiscal policy and the under- 
lying foundation of and 
agricultural prosperity grow doubly, 
triply, immeasurably more important 
with the size of the and 
with government, itself the creator 
of debt, also the most important in- 
vestor and purchaser of debt. 


business 


reserves, 


eee 
HE actuarial reserve is an es- 
sential part of the federal 
security scheme. <A reserve in this 


case is a fund of investment on which 
the interest, plus current tax income, 
will be sufficient to meet all pension 
obligations. (Actuaries smile a wry 


smile when they refer to the “‘ac- 
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cepted actuarial principles” of the 
annuity plan. Themselves forced to 
give an expert guess they were dis- 
mayed to see it set aside as too con- 
servative and lost in the heat of con- 
gressional debate.) The Committee 
on Economic Security which drew up 
the Roosevelt program approved a 
partial-reserve federal-subsidy plan 
in which the maximum size of the 
fund would have been 15 billions. 
The Committee had misgivings about 
even a fund of this size, partly be- 
cause of the scarcity of good invest- 
ments, but mostly because it feared 
to recommend large diversions of 
national income from consumption 
into capital goods. (It was assumed 
by the Committee that the worker 
cannot shift his share of the tax and 
will have just so much less to spend 
and that the employer’s share will 
largely be shifted to the consumer 
also.) It rejected flatly the idea 
that the scheme could be one of strict 
or fully-earned annuities. Partly 
because of the effect on workers of 
low pay and middle age but prin- 
cipally because of the preposterous 
size of the fund. Ona strict reserve 
basis with no government aid a '2 
per cent tax from each party, rising 
to a maximum of 2% per cent, (the 
original proposal) would produce a 
fund of over 70 billions, a sum one 


cannot take seriously. Under the 
15-billion partial-reserve plan the 
same contributions plus interest 


were expected to exceed benefits un- 
til about 1965 when federal subsidies 
would first be needed to offset the 
spread between still rising benefits 
and stabilized tax income. By 1980, 
where even the most daring calcula- 
tions end, the federal subsidy was 
expected to reach over a billion dollars 
annually. Federal support at this 
stage was an integral part of the an 
nuity scheme. 

But the plan as it now stands is 
quite different from both of these. 
Contributions particularly in the 
earlier years have been raised and 
the time allowed for reaching the 
ultimate level rate reduced by 8 
years. The result is a much more 
rapid increase in the reserve and 
elimination of the need for federal 
subsidy. The larger the fund the 
greater its interest earnings and the 
less other financing needed. By 1940 
this fund will, it is estimated, be just 
under 2 billions, by 1950 in the 
neighborhood of 14 billions, by the 
date of income-outgo stability, when- 
ever that is, it will hit the dizzy 
heights of 45 or 50 billions. The in 
definiteness of this last figure is in- 
tentional and inherent: it differs in 
every statement that appears (32 bil- 
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lions by 1970 in the House estimate, 
41 in the Senate) but once you lift 
into the heady air of these gigantic 
numbers it really doesn’t matter. It 
is agreed (by actuaries) that we shall 
have to take stock account no later 
than the end of the first decade and 
(by Congressmen) that succeeding 
Congresses will hardly consider this 
work of the Seventy-Fourth finished 
for all time. The important fact 
about the old age annuities is that we 
propose to set aside a new fund 
which at its peak is expected to be 
twice as great as the combined assets 
of all old-line life insurance com- 
panies today. Can it be done? Can 
it be done without making more mis- 
chief than it is worth? 
ee @ 

I BELIEVE the plan for reserv- 

ing for old age will not work. It 
attempts far too much, Having post- 
poned overlong our attention to old 
age dependency we propose now in 
one grand gesture to make up cur- 
rent obligations and amortize those 
of the future. But this is an invest- 
ment problem and the argot of the 
experts does not after all obscure the 
fundamentals of the investment 
process. Investment is an attempt to 
transfer purchasing power held back 
by this generation to generations to 
come. An investment is essentially 
a claim on the earnings of the future 
and in a very real sense there can be 
no guarantee that the claim will be 
made good. A claim on future earn- 
ings is a claim on the incomes, the 
business profits and the capital re- 
turns of persons and societies yet 
unborn. We assume the resistless 
material march of our country and 
perhaps it may be so but how can we 
pledge today the America of 1980? 
What of the possible, the inevitable 
effect of trying to segregate these 
vast billions of federal debt? The 
Secretary of the Treasury is to in- 
vest in interest-bearing obligations 
of, or guaranteed by, the United 
States. But the debt of the United 
States is no stronger than the ability 
(not te say the willingness) of the 
people of the United States to pay it. 
How do we know there will be suffi- 
cient eligible debt by 1950 and be- 
yond and if there is enough—the 
prospect is staggering—are we pre- 
pared to accept the consequences for 
private saving and the private in- 
vestment business? Even if we 
assume that this new fund does not 
constitute a net addition to national 
savings and investment, that it will 
cause equal reductions in other sav- 
ing methods, how may we be sure 
that private enterprise will have 
sufficient capital and that we are not 
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shutting off the ultimate source of 
taxation? (It is of course quite 
thinkable that all or considerable por- 
tions of our productive machine may 
pass from private to public owner- 
ship, but one basic necessity remains 
under any form of government and 
enterprise: to keep the dead hand of 
non-productive wealth from impeding 
production of new income.) 

The difficulties of the transfer of 
wealth claims from this generation 
to the next are complicated moreover 
by the price system. There was a 
recent time when even the layman 
knew a dollar was a dollar but now 
no one is certain. The German pen- 
sion plan was ruined by the German 
inflation. So were all other German 
savings, but the important point here 
is the cause: government financial 
and money policy. What the Ger- 
mans can do, we can do, and even 
though we may avoid the abyss of 
money-inflation there is credit-infla- 
tion which works more slowly but 
may work to the same end. In any 
event, and saving inflation, control 
by the federal Treasury is political 
control and a multi-billion old age 
fund a boundless temptation to 
monetary and fiscal mischief. One 
may without blinking swallow a one- 
billion unemployment fund but the 
audacious pretensions of a 30 or 40- 
billion old age reserve are beyond 
conception and therefore belief and 
criticism. There’s a depression and 
pff! your unemployment fund has 
gone. Its capacity for good and 
harm is distinctly limited both in 
time and amount. But this old age 
monster fund might go on and on. 

ee @ 

UT could it? Perhaps one kind 
B of abuse would cancel and pre- 
vent a greater? Thoughtful critics 
never expect to see the fund reach 
the double-figure billions. Can you 
imagine the layman, or the layman- 
in-politics, watching unmoved the 
current income of the fund exceed 
current expenditure year after year, 
first by millions and then by billions ? 
Even the Committee on Economic 
Security took issue with the actuaries 
on the conservatism of the latter’s 
estimates. And even those who can 
envision a race of Americans ed- 
ucated to understand the relation of 
actual to incurred losses can hardly 
imagine a fiscal emergency in which 
it will not be suggested that the way 
out is to borrow temporarily from 
the old age fund. The French did 
this very thing last year to get un- 
employment relief money. Our states 
are doing it all around us with high- 
way and other funds. At the very 
least we must expect demands for 


increased benefits out of “surplus” 
or (less likely) reduced contributions. 
This is not seeing things in the dark. 
It has happened a thousand times 
with workmen’s compensation funds, 
police and firemen’s pension funds 
and sinking funds for public debt. It 
will happen again. 

The most monstrous irony of all 
perhaps would be that the require- 
ments of the fund would stimulate 
the issue of federal debt. Press re- 
ports from. Washington say that a 
few Congressmen are already looking 
forward to the happy day when the 
supply of federal bonds will be ex- 
hausted and the eligible list extended 
to include state and municipal secur- 
ities and perhaps loans to home- 
owners, industry and the R.F.C. At 
this stage the intricacies of the ma- 
noeuverings of the fiscal-economic- 
social dog chasing his own tail pass 
from finance and economics to pure 
fantasy. One thing is sure: our chief 
worry would no longer be about the 
size of the fund. 

There is nearly general agree- 
ment, outside Congress, that the old 
age annuity plan bites off too much. 
Not one of the foreign systems goes 
as far: their procedure is to charge 
the accrued liability either to gov- 
ernment or to the contributors of 
later years. The rapidly increasing 
tax-rates of the early years in our 
plan and the objective of an unsub- 
sidized fiscal balance in 35 or 40 
years are a direct concession to the 
President’s requirement that our 
social insurance program be self- 
financed, that is without government 
subsidy. Whether this is the motive 
or not the old age annuity plan is an 
excellent political expendient. By 
the time the ultimate experience de- 
velops it will be so late and so over- 
laid with the criss-cross of interven- 
ing developments that it will make no 
political difference. But the plan as 
it stands is doomed from birth. Better 
than this, continued complete re- 
liance on old age assistance which at 
least has the merit of simplicity and 
intellectual honesty. [Better still, 
some reasonable combination of par- 
tial-reserves aided by government 
subvention in the later years and 
assistance for those still needing it. 








The Journal of American In- 
surance will bring you authorita- 
tive articles on a variety of 
subjects every month . . . $2.50 


per year. 





























GOOD NEIGHBORS 


As carefully as a person selects a home or business 
location do the Federal Mutuals select property to 
insure. Policyholders in these Companies have good 
insurance neighbors, associating their risk with other 


select properties. 


The result of this careful selection of property insured 


is a low loss ratio and a reduced cost to property 


owners. Federal Mutuals have an uninterrupted 


dividend paying record during their entire history. 


Good underwriting—financial stability and capable 
management have caused thousands of persons to 
entrust the protection of their property to the 


Federal Mutuals. 
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FEDERAL HARDWARE & IMPLEMENT MUTUALS 


HARDWARE MUTUAL FIRE INSURANCE COMPANY OF MINNESOTA, MINNEAPOLIS, MINNESOTA 
7 HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WISCONSIN 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINNESOTA 
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“IN VIEW OF the uncertainty 


regarding the effect of currency inflation and 
higher commodity prices on loss settlements, it 
has been deemed wise to further increase these 
reserves. Not only are the loss reserves calcu- 
lated on a conservative basis and the invest- 
ments carried below present market prices, but 
in addition your company continues to main- 


tain its contingency reserve in the amount of 
$750,000 against any adverse developments 
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either in underwriting or investments.’ 
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President 





FROM THE ANNUAL REPORT OF THE BOARD OF DIRECTORS 


Through the twenty-three years of its exist- 
ence, the management of this company has 
steadfastly adhered to the policy that provid- 
ing dependable protection for its policyhold- 
ers should always be the first consideration. 





LUMBERMENS MUTUAL CASUALTY COMPANY 
A nome orrice: cuicaco.u.s.s. A 


ORGANIZED ORIGINALLY FOR LUMBERMEN AND NOW ACCEPTING GOOD RISKS IN ALL CLASSES OF BUSINESS 














